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PREFACE. 


IN  my  Observations  on  the  State  of  the  Country 
since  the  Peace,  I  promised  a  summary  of  the 
principles  on  which  the  conclusions  I  then  drew 
were  founded  :  I  now  redeem  that  pledge,  but 
with  great  diffidence,  for  it  has  led  me  into  a  mi* 
nute  discussion  of  some  of  the  most  intricate, 
abstruse,  complex,  and  subtile  parts  of  political 
economy ;  and  not  being  willing  blindly  to 
subscribe  to  the  opinions  of  others,  that  is,  to 
allow  myself  to  be  satisfied  as  long  as  the  least 
doubt  remained  in  my  mind,  nor  to  express  con^ 
viction  unless  I  really  felt  it,  I  have  presumed  to 
dissent  from  some  of  the  highest  authorities; 
wherever  I  have  hesitated  to  pay  implicit  defer- 
ence to  these,  I  must  beg  leave  to  say,  that  it  has 
not  proceeded  from  the  least  want  of  considera- 
tion for  their  superior  abilities  and  acquirements: 
I  am  equally  sensible  of  their  pre-eminence  and 
my  own  inferiority  ;  but  as  truth  is  elicited  by 
collision,  the  most  trifling  stimulus  to  this  may 
not  be  altogether  useless ;  and  when  a  person 
goes  so  far  as  to  publish  his  opinions,  which  I 
never  should  have  done  but  at  the  particular  in- 
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stigation  of  some,  Ifear  partial  friends,  he  is  bound, 
I  think,  to  state  them  without  reserve  ;  they  will 
stand  or  fall  as  his  views  are  just  or  otherwise ;  and 
no  candid  person  will  accuse  him  of  arrogance  or 
presumption,  unless  he  assumes  a  tone  dictato- 
rial and  exclusive ;  against  any  possible  impu- 
tation of  this  nature,  however,  I  must  shield  my- 
self at  the  outset  by  remarking,  that  when  I  say  a 
thing  is  so,  I  only  mean,  that  so  it  appears  to 
me.  Therefore,  without  occupying  more  of  the 
Reader's  time  with  what  is  foreign  to  the  subject 
tinder  discussion,  I  shall  proceed,  free  from 
those  restraints  which  the  dread  of  malicious 
censure  imposes. 


REFLECTIONS, 

&c. 


SECTION  I. 

THE  circulating  medium  of  a  country,  and  the 
currency,  are  in  so  far  distinct  things,  that  the 
latter  means  the  national  money,  whether  cash  or 
bank  notes,  and  the  former  includes,  besides 
these,  all  bills  of  exchange  and  promissory  notes 
which  are  used  to  circulate  or  to  effect  the  aliena- 
tion of  any  property  whatever ;  also  drafts  of 
all  descriptions  which  circulate  through  other 
hands  before  they  reach  their  ultimate  destina- 
tion where  they  are  turned  into  money;  but 
exchequer  and  navy  bills  can  no  more  be  termed 
part  of  the  circulating  medium  than  omnium, 
scrip,  or  stock,  they  are  generally  made  use 
of  as  securities  ;  nor  checks  sent  directly  by  the 
drawers  of  them  to  banks  or  private  bankers  for 
the  purpose  of  receiving  money  in  return  :  like- 
wise must  be  excepted  such  commercial  bills  of 
exchange  as  are  only  made  use  of  by  the  holders 
of  them  to  deposit  in  pledge  for  discount,  in 
which  quiescent  state  they  remain  till  they  fall 
due  and  are  cashed. 


For  example :  If  I  purchase  an  estate  for 
20,000/.,  and  I  make  my  payment  by  trans- 
ferring exchequer  bills  that  I  am  possessed  of, 
to  the  amount  of  10,000/.,  stock  for  5000/.,  and 
an  order  on  my  banker  for  the  remaining  5000/., 
neither  of  these  payments  can  be  termed  part  of 
the  circulating  medium  except  the  latter,  be- 
cause the  other  two  are  equally  productive  secu- 
rities with  land  j  and  though  they  convey  the 
power  of  commanding  money,  and  of  thus  mak- 
ing up  the  price  of  the  purchase,  yet  to  circulate 
those  securities  one  against  the  other,  the  inter- 
vention of  money  or  its  immediate  representa- 
tive is  necessary  :  and,  in  fact,  they  must  be  so 
converted  if  the  estate  is  sold  to  discharge  debts, 
or  to  make  any  payments  whatever,  otherwise  it 
would  be  just  an  exchange  of  one  security  for 
another,  as  if  one  estate  were  exchanged  for  ano- 
ther being  preferable  for  any  particular  reason. 
Exchequer  or  navy  bills,  generally  speaking,  are 
just  as  much  property  to  be  circulated  as  any 
other,  and  cannot  themselves  be  called  a  me- 
dium, their  money  value  depends,  like  that  of 
any  other  property,  on  the  quantity  of  circulat- 
ing medium  in  the  country. 

Again,  suppose  a  merchant  has  received  from 
a  foreign  correspondent  bills  of  exchange  pay- 
able in  London  at  two  months,  and  without  pass- 
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ing  them  into  other  hands  he  takes  them  direct 
to  the  Bank,  and  there  deposits  them  as  security 
on  which  he  requires  discount;  such  bills  cannot 
be  called  circulating  medium,  never  having  been 
circulated  by  indorsement. 

Personal  notes  on  which  money  is  advanced 
in  the  way  of  accommodation  are  of  a  similar 
description. 

Thus  I  apprehend  that  no  paper  can  be 
properly  included  in  the  regular  circulating  me- 
dium of  the  country,  by  which  I  mean  that  cir- 
culation which  effects  the  current  sales  and  pur- 
chases, and  which  has  an  immediate  influence 
upon  prices,  but  such  as  enters  more  or  less  ac- 
tively, as  notes  bear  interest  or  not,  but  still  com- 
monly into  those  transactions. 

No  direct  limits  can  be  set  to  the  quantity  of 
the  above  description  of  circulating  medium  ; 
but  it  will  naturally  expand  or  contract  with  the 
augmenting  or  diminishing  commercial  transac- 
tions, and  general  wealth  and  prosperity  of  a 
country ;  and  with  the  state  of  confidence,  both 
general  in  the  stability  of  the  government,  in  the 
protection  it  affords,  and  in  the  extent  of  whole- 
some liberty  and  security  guaranteed  by  the  con- 
stitution, and  individual  as  relating  to  character 
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and  substance;  it  must  necessarily  be  left  without 
direct  restraint;  and,  I  believe,  no  inconvenience 
has  ever  arisen  from  its  operation,  but  quite  the 
reverse  ;  for  the  use  of  money  has  been  greatly 
abridged  by  these  contrivances,  as  well  as  other 
modes  of  settling  accounts    common  amongst 
bankers,  namely  the  transference  of  book  credits, 
&c.  &c.  Were  it  not  for  the  intervention  of  such 
methods  of  payment  and  adjustment  the  affairs  of 
a  great  commercial  country  could  not  be  transact- 
ed, because  it  would  be  impossible  to  substitute 
the  requisite  quantity  of  money,  and  the  system 
of  credits  would  be  most  prejudicially  abridged. 
I  would  not,  however,  be  understood  to  imply, 
that  accommodation  and  credit  may  not  be  car- 
ried to  a  pernicious  extent,  and  thereby  tend  to 
wild  speculation,  and  the  undue  enhancement  of 
prices  :  this  I  am  well  aware  of;  but  the  check  is 
to  be  found  in  the  quantum  of  the  national 
money  into  which  all  private  paper  must  be  oc- 
casionally resolvable  ;  over    this  a  control  can 
be  exercised ;  and  as  it  comes  immediately  in 
contact  with  all  articles  of  use  and  consumption, 
and  has  a  direct  effect  upon  prices,  it  is  of  great 
importance  to  the  community  in  general  that  the 
quantity  of  money  should  never  be  exuberant, 
at  the  same  time  never,  if  it  is  possible  to  regu- 
late it  with  such  accuracy,  below  the  actual  and 
augmenting  wants  of  the  country.     In  the  for- 


mer  case,  prices  would  be  artificially  raised,  in 
the  latter,  extension  of  commerce  and  agricultu- 
ral and  manufacturing  improvements  injuriously 
checked  :  and  going  a  step  further  in  the  con- 
traction, the  circulation  of  the  existing  property, 
and  the  current  transactions  of  society  would  be 
impeded.  The  first  is  caused  by  the  extraordi- 
nary facility  given  to  extravagant  expenditure  of 
capital,  and  to  the  power  of  acquiring  or  with- 
holding every  article  of  barter  ;  the  other  is  easily 
understood,  when  you  reflect  that  discounts  and 
accommodation  imply  advances  of  money,  and 
that  the  purchase  of  articles  of  use  and  consump- 
tion, and  the  payment  of  service  and  labour  re* 
quire  money  in  due  proportion  to  their  quan- 
tity and  price,  not  considered  in  gross,  but  in 
the  detail  of  weekly  and  daily  payments,  and  in 
the  minutest  retail  dealings. 

The  precious  metals  being  of  universal  adop- 
tion amongst  the  civilized  part  of  mankind  as 
the  measure  of  value,  are  consequently  the  foun- 
dation of  national  money;  and  the  quantity  con- 
tained in  the  standard  coin  of  each  country 
being  fixed  and  known,  as  well  as  the  propor- 
tion of  silver  to  gold,  merchants  adjust  ac- 
counts with  each  other  accordingly.  Thus  it 
becomes  essential  not  only  for  domestic,  but  like- 
wise for  external  transactions  that  the  same 
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proportion  and  quality  of  the  precious  metals 
should  be  strictly  adhered  to  with  reference  to 
the  standard  in  the  original  coinage,  and  that 
the  coin  which  forms  the  standard  should  be 
carefully  preserved  from  debasement. 

Nothing  can  be  clearer  to  me  than  that  the 
money  of  a  country  in  commercial  intercourse 
with  others  must  have  a  similar  intrinsic  com- 
position; that  is,  the  same  measure  of  value  must 
be  acknowledged  in  all.     The  superior  qualifi- 
cations of  the  precious  metals  for  this  purpose 
are  well  known.     But  that  any  man  of  expe- 
rience in  business  should  assert,  that  cloth  might 
be  as  good  a  measure  of  value  as  gold  and  silver, 
just  proves  how  lightly  and  hastily  men  of  judg- 
ment and  ability  will  often  allow  themselves  to 
be  carried  away  by  prejudice,  and  by  the  eager 
maintenance  of  a  favourite  system.     How  cur* 
rency  and  measure  of  value  can  be  disunited  I 
am  at  a  loss  to  conceive;  and  surely  that  article 
must  be  fittest  for  this  purpose,  which,  from  its 
scarcity,  can  express  the  greatest  value  in  the 
smallest  compass;  which,  from  the  same  cause, 
and  the  regularity  of  the  supply  and  demand,  is 
least  liable  to  fluctuation  in  amount,  or  to  sud- 
den increase  or  diminution;  which  is  sure  always 
to  remain  under  the  quantity  requisite  for  cur- 
rency; which  is  susceptible  of  very  minute  divi- 
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sion;  and  which  possesses  also  superior  dura- 
bility, &c.  But  it  would  be  loss  of  time  to  say 
more  upon  a  point  that  must  be  evident  on  the 
least  reflection:  however,  I  cannot  omit  a  very 
important  consideration,  namely,  that  great 
general  intrinsic  value  in  the  foundation  of  a 
currency  constitutes  the  only  direct  control 
over  the  quantity,  and  the  best  safeguard  against 
excess. 

As  a  sufficiency  of  the  precious  metals  can- 
not be  procured  for  the  quantity  of  currency 
that  is  necessary  for  all  the  purposes  to  which  it 
is  applied,  the  aid  of  bank  notes  is  called  in; 
but  these  should  never  be  any  thing  more  than 
a  strict  multiplication  of  the  standard  coin  or 
measure  of  value,  in  proportion  to  a  real  in- 
creasing demand.  Bank  notes,  as  long  as  they 
retain  that  quality,  are  not  only  advantageous 
but  absolutely  necessary;  for  in  a  country  of 
such  wealth  and  commerce  as  this,  the  propor* 
tion  of  the  precious  metals  never  could,  even  in 
unlimited  cash  payments,  be  more  than  perhaps 
from  a  quarter  to  a  third  of  the  circulating 
medium;  and  in  fact,  they  never  would  be  more 
than  somewhere  between  a  third  and  a  half  of 
the  currency,  because  the  proportion  of  about 
one  third  the  amount  of  their  notes  is  reckoned 
by  bankers,  generally  speaking,  as  fair  cash  in 


their  coffers,  which  of  course  cannot  be  consi- 
'aered  in  active  circulation.* 


In  theory,  the  extent  to  which  the  standard 
measure  of  value  may  be  multiplied  by  the  as- 
sistance of  bank  notes  and  other  paper,  without 
altering  its  quality,  may  be  conceived.  For 
example  :  suppose  that  the  daily  payments, 
sales,  purchases,  and  other  calls  for  money 
amount  to  thirty  millions,  and  that  there  are  in 
circulation  only  ten  millions  of  coin  ;  bank  notes, 
and  other  paper  to  make  up  the  remaining 
twenty  millions  will  be  the  strict  multiplication 
of  the  standard  measure  of  value,  inasmuch  as 
the  want  of  that  sum  was  previously  manifested 
for  the  pecuniary  transactions  of  the  society,  at 
the  rates  of  price  and  value  already  existing. 
But  if  instead  of  twenty  millions  of  paper,  thirty 
were  issued  and  thrown  into  circulation,  then 
the  measure  of  value  would  lose  one  third  of 
its  power  in  whatever  way  applied;  or,  if  onl 
ten  were  issued  it  would  be  raised  one 


*  Under  a  restriction  of  cash  payments  Bank  of  Eng- 
land notes  perform  this  office  of  deposit  in  the  coffers  of 
country  bankers  j  and  the  Bank  of  England,  though  not 
obliged  to  give  any  thing  in  exchange  for  their  notes,  still 
always  keep  by  them  a  considerable  quantity  of  gold,  though 
of  course  not  so  much  as  they  would  be  under  the  necessity 
of  doing  otherwise  -,  this,  however,  under  such  circum~ 
stances,  has  nothing  to  do  with  the  state  of  the  currency. 
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Nothing  is  plainer  than  this  theory;  but 
nothing  more  abstruse  and  complicated  than  the 
strict  adaptation  of  the  necessary  quantum  of 
circulating  medium  to  the  wants  of  society;  so 
as  on  the  one  hand  to  avoid  the  very  serious 
mischief  attendant  upon  a  depreciation  *  of  the 
standard  measure  of  value  by  excess,  and,  on 
the  other,  stagnation  and  embarrassment  in  the 
circulation  of  commodities  and  in  all  pecuniary 
transactions,  as  well  as  a  check  to  improvements 
in  commerce  and  agriculture,  &c.  which  arise 
from  an  augmentation  of  its  value  by  contrac- 
tion. In  either  case,  not  only  foreign  and 
domestic  current  affairs,  but  all  preexisting  con- 
tracts would  be  very  prejudicially  affected,  inas- 
much as  these  were  formed  in  reference  to  the 
fixed  standard  of  value  ;  and  as  the  government 
are  virtually  pledged  for  the  preservation  of  this 
unaltered,  it  behoves  them  to  take  every  prac- 
ticable precaution  against  undue  excess  or  con- 
traction of  the  circulating  medium. 

It  seems  clear  that  the  greatest  facility  should 

*  Diminution  of  exchangeable  value  or  a  fall  in  the 
value  of  money  from  the  natural  rise  of  prices,  and  depre- 
ciation of  the  measure  itself  by  debasement  or  excess,  are 
two  very  different  things,  though  some  writers  have  con- 
founded them. 
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be  given  to  solid  improvements,  and  the  increase 
of  solid  prosperity ;  this  implies  an  admission, 
that  the  chief  instruments  should  be  sufficiently 
abundant;  but  a  difference  of  opinion  has 
arisen  as  to  the  least  defective  mode  of  rendering 
them  equal  to  the  accomplishment  of  an  end  so 

desirable  for  the  community  in  general. 

« 

That  part  of  the  circulating  medium  which 
consists  of  private  paper  will,  under  our  admi- 
rable constitution  which  affords  such  perfect 
security  of  person  and  property,  such  freedom 
of  exertion,  and  such  a  firm  pledge  for  the  pre- 
servation of  the  national  faith,  always  keep  fully 
up  to  the  augmenting  demand,  affected  only  by 
those  variations  in  individual  confidence  which 
must  occasionally  take  place ;  it  will  generally 
rather  incline  to  excess  than  otherwise,  the 
check  upon  which  lies  in  the  quantity  of  cur- 
rency; unless  there  is  a  sufficiency  of  money  in 
circulation,  not  only  for  the  purpose  of  common 
payments  of  labour  and  services  and  for  all 
retail  uses,  but  also  for  the  regular  cashing  of 
such  circulating  bills  as  are  daily  presented  for 
discount  at  intermediate  houses,  or  for  final 
discharge  at  those  houses  on  which  they  are 
drawn,  the  same  quantity  of  paper  cannot  circu- 
late as  would  do  so  in  the  contrary  supposition  * 
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Thus  it  appears,  without  entering  into  fur- 
ther detail,  that  the  security  against  an  excess 
of  the  general  circulating  medium  of  the  coun- 
try, or  in  other  words,  that  its  expansion  with 
the  growing  demand  shall  be  a  strict  multiplica- 
tion of  the  standard  measure  of  value,  and  not 
a  reduction  of  its  power,  depends  upon  the 
amount  of  bank  notes.  Over  •  these  no  direct 
and  positive  control  exists,  but  their  converti- 
bility into  cash.  This  completely  secures  their 
continuing  to  express  the  true  measure  of  value  j 
because  as  long  as  the  holder  can  receive  coin 
in  exchange  at  his  option,  whatever  he  parts 
with  for  them  is  exactly  the  same  as  if  they 
were  so  much  coin ;  and,  in  fact,  whatever  com- 
modities he  offers  for  sale,  or  whatever  labour 
he  undertakes  to  perform,  or  service  to  execute, 
the  value  of  these  may  in  all  strictness  be  said 
to  be  measured  by  the  acknowledged  standard; 
the  same,  if  he  receives  private  paper  which  he 
can  realize  in  such  convertible  bank  notes  or 
cash ;  to  him  whatever  amount  such  paper  ex- 
presses, it  just  transfers  such  a  quantity  of  the 
standard  measure  of  value,  and  whether  he  gets 
more  or  less  of  this  he  knows  what  he  is  dealing 
for. 
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SECTION  II. 

BY  standard  measure  of  value  I  mean  just 
the  application  to  this  purpose  of  a  given  portion 
of  the  precious  metals,  expressed  by  a  certain 
denomination  which  is  the  money  unit  in  the 
money  of  account,  and  referable  to  a  regulating 
current  coin;  but  it  is  not  indispensable  that 
the  particular  denomination  of  this  coin  should 
form  our  money  unit,  or  enter  at  all  into  the 
money  of  account ;  for  example,  the  guinea  is 
our  standard  coin,  but  our  money  unit  is  the 
pound  sterling,  and  our  money  of  account  does 
not  designate  guineas. 

* 

The  rated  value  of  gold,  when  adopted  as 
our  standard,  was  regulated  by  its  proportion  to 
silver  which  our  money  of  account  expressed; 
this  was  indispensable,  in  order  to  preserve  the 
long  established  intrinsic  value  of  our  pound 
sterling  or  money  unit;  in  short,  that  the  in-, 
trinsic  value  of  the  measure  should  not  be 
changed  though  the  metal  were;  and  when  sik 
ver  was  the  standard,  the  conservation  of  a  fixed 
measure  by  that  metal  depended  upon  a  strict 
adherence  to  its  rated  value  in  the  money  of 
account. 
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For  an  illustration  of  this  principle  let  us 
trace  back  to  its  origin  the  establishment  of  our 
money  of  account.  It  seems  that  in  the  early 
application  of  the  precious  metals  the  pound  of 
silver  was  taken  as  the  basis ;  this  was  divided 
into  twenty  parts  called  shillings,  which  appears 
to  have  been  a  certain  weight  including  twelv^ 
penny- weights;  and  the  next  division  was  the 
twelfth  part  of  that,  or  a  penny- weight  of  silver. 
As  the  call  for  the  use  of  money  increased  it 
became  necessary  for  the  convenience  of  circu- 
lation *  to  reduce  the  quantity  of  silver  in  these 
denominations ;  and  the  pound  of  silver,  after 
various  fluctuations,  was  at  last  in  Elizabeth's 
reign,  cut  into  6%s.  or  three  pounds  two  shillings 
of  the  money  of  account,  each  shilling  divisible 
as  before  into  twelve  pence ;  thus  a  shilling  ex- 
pressed a  sixty-second  part  of  a  pound  of  silver, 
the  pound  sterling  twenty  of  these.  When  the 
country  became  wealthier,  and  larger  current 
payments  more  common,  it  was  found  conve- 
nient to  apply  gold  to  these,  adhering  always  to 
the  same  long-established  money  of  account 
which  expressed  silver.  Now  as  the  proportion 
of  the  metals  was  about  15  to  1,  it  is  clear  that 

*  This  reason  must  necessarily  have  commanded  such 
an  alteration,  though  there  were  instances  of  sovereigns 
diminishing  the  quantity  of  gold  or  silver  in  the  coins 
merely  for  their  own  purposes. 

C 
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a  pound  of  gold  divided  into  whatever  denomi-  , 
nations  must  necessarily  express  in  the  money 
of  account  what  fifteen  pounds  of  silver  did,  and 
that  each  of  those  denominations  or  coin  must 
contain  its  proportionate  weight;  consequently 
the  pound  of  gold  would  express  ,£46.  105.  or 
£3.  YJs.  6d.  per  ounce,  but  it  was  cut  into  44  £ 
guineas,  01^46.  145.  6d.  or  £3.  IJs.  10$d. 
per  ounce. 

You  can  conceive  only  one  reason  why  it 
was  not  cut  into  46  ~  pieces  of  %Qs.  namely,  to 
protect  it  in  some  degree  against  being  melted  \ 
this  was  not  objectionable  as  long  as  it  was  not 
the  standard,  but  certainly  became  so  afterwards. 

This  arrangement  left  4s.  6d.  in  the  pound 
of  gold,  or  on  each  piece  called  a  guinea  a  frac- 
tion more  than  a  penny  in  favour  of  that  metal. 
It  must  however  be  remarked,  that  there  was  an 
essential  difference  between  the  portions  of  alloy  ; 
one  ounce  to  the  pound  being  that  in  gold,  and 
only  18  penny-weights  in  silver,  which  would 
leave  the  latter  metal  further  underrated 
r-  7$.  6</.  relatively  to  the  pound  of  gold;  the 
45.  6d.  and  the  Js.  6d.  being  added,  you  find 
that  every  pound  of  gold  in  our  currency  and 
money  of  account  was  over  valued  in  proportion 
to  silver  as  much  as  12  shillings. 


*  ~  ,      . 

»  ._    -__/  ,  j-.      ,</  '          #     /  -/       /^ 
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Upon  the  last  reformation  of  our  gold  coin 
this  metal  was  adopted  as  our  standard  instead 
of  silver,  and  cut  into  guineas  as  before ;  and 
the  same  money  of  account  being  necessarily 
adhered  to,  it  of  course  had  the  same  reference 
as  before  to  the  pound  of  silver  in  all  its 
denominations. 

Thus  it  appears  that  any  variation  in  the 
nominal  or  current  value  of  the  shilling  when 
silver  was  the  standard,  weight  and  fineness 
remaining  the  same,  must  necessarily  alter  its 
quality  as  a  measure,  making  the  quantity  of 
silver  contained  in  that  coin,  or  represented  by 
that  denomination  in  the  money  of  account,  of 
more  or  less  nominal  value  in  proportion  to  com* 
modities.  When  gold  became  our  standard  the 
same  would  apply  to  the  guinea;  as  long  as  this 
retains  its  proper  weight  and  current  value  of 
%ls.  the  pound  sterling  in  the  money  of  account 
represents  just  twenty  parts  out  of  twenty-one 
of  the  quantity  of  gold  in  the  standard  guinea; 
but  if  that  current  value  is  varied  from,  this  will 
no  longer  be  the  case.  Variations  of  the  descrip- 
tion alluded  to  may  be  assimilated  to  adding  an 
inch  to  the  foot  rule,  or  deducting  one  from  it ; 
in  neither  case  would  it  be  the  same  measure  as 
before. 
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Why  the  pound  of  silver  was  not  originally 
cut  into  605.  and  the  alloy  made  equal  does  not 
appear;  had  that  been  the  case,  when  the  pro- 
portion of  the  two  metals  became  as  15  to  1, 
coining  the  pound  of  gold  into  45  pieces  of  205. 
each  would  have  combined  more  accuracy  with 
equal  convenience  for  the  circulation,  and  supe- 
rior for  foreign  commerce. 

It  is  supposed  that  the  proportion  of  silver 
to  gold  has  undergone  some  alteration  in  Europe, 
and  that  it  is  now  as  15  \  to  1  ;  therefore  ac- 
cording to  the  long-established  rate  of  silver  in 
our  money  of  account  an  ounce  of  gold  would 
now  express  c£4.  05.  Id.  Consequently  gold  is 
at  present  underrated  as  follows ;  namely,  25.  7d. 
on  every  ounce  would  be  £  1.  11 5.  per  pound; 
from  which  deduct  the  45.  6d.  which  it  had  been 
overrated,  and  the  7s.  6d.  on  account  of  the 
difference  in  alloy,  and  the  remainder  is  a  loss 
per  pound  of  19  shillings:  this  certainly  requires 
correction.  ^/ 

It  is  clear  that  whichever  of  the  'precious 
metals  is  adopted  as  the  standard  measure,  the 
denominations  expressed  by  a  certain  weight  of 
it  must  necessarily  imply  a  proportionate  weight 
of  the  other.  Thu^  gold  being  our  standard:, 
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suppose  an  ounce  were  cut  into  four  pieces,  and 
each  piece,  containing  five  penny-weights,  were 
called  one  pound  or  20  shillings;  the  <£4. 
would  imply  15  ^  ounces  of  silver,  the  ^l.zz 
3oz.  lydwts.  12.gr.  and  so  on.  But  in  this 
arrangement,  the  pound  sterling,  though  con- 
taining the  same  quantity  of  silver  as  before, 
would  not  express  the  same  weight  of  gold. 
According  to  the  present  estimate,  £3.  17$.  6d.* 
of  money  of  account  expresses  an  ounce  of  gold, 
but  at  the  above  rate  it  would  take  £  4.  to  do 
so;  consequently  the  pound  sterling,  with  refer- 
ence to  gold  as  our  standard,  would  not  be  so 
valuable  as  before  by  about  Sd. 

Now  if  adherence  is  preserved  to  a  money 
of  account  in  which  the  pound  sterling  implied 
a  certain  quantity  of  gold,  and  this  must  be  the 
case  if  it  is  meant  to  preserve  exactly  the  same 
standard  measure  as  before,  you  must  adhere  to 
the  old  divisions  of  the  ounce  of  gold  in  that 
money  of  account,  notwithstanding  the  alteration 
in  the  relative  proportion  of  silver;  that  is,  the 
ounce  of  gold  must  still  expresses.  17s.  6d. 
consequently  15  J  ounces  of  silver  must  be 
divided  into  that  sum.  Thus  an  ounce  of  silver 


*  I  omit  the  4%d.  because  the  ounce  of  gold  was  over- 
rated by  so  much. 
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would  be  called  five  shillings,  a  pound  60s. — 
1«5  i=£46. 105.  An  ounce  of  gold  <£3. 17*.  6tf. 
A  pound,  ,£46.  105.  or  46  \  pieces  of  20  shil- 
lings each.  Either  of  these  arrangements  would 
be  very  convenient  for  foreign  commerce,  inas- 
much as  the  pound  sterling  in  both  would  con- 
tain aliquot  parts,  viz.  in  the  former  five  penny- 
weights of  gold,  in  the  latter  four  ounces  of 
silver.  But  as  in  the  one,  though  it  expressed 
the  same  quantity  of  silver  as  before;  it  would 
be  less  valuable  in  fact;  and  as  in  the  other, 
though  containing  rather  more  silver,  its  former 
value  with  reference  to  gold  our  standard  would 
be  accurately  maintained,  this  appears  the 
preferable. 

Still,  in  either  arrangement  silver  would 
remain  underrated  in  the  difference  of  alloy — 
that  is,  something  under  twopence  on  each 
20-shilling  piece. 

Nothing  seems  more  visionary  than  an  ideal 
standard.  The  precious  metals  can  only  be  a 
measure  of  value  in  proportion  to  their  actual 
quantity,  or  a  strict  multiplication  of  it,  which 
must  be  constantly  under  the  control  of  refer- 
ence to  and  comparison  with  the  metals  them- 
selves; it  must  be  real  and  not  imaginary  gold 
and  silver  that  is  constantly  the  measure,  other- 
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wise  there  can  be  no  security  for  the  preserva- 
tion of  its  true  established  quality,  as  will  be 
more  fully  shewn  hereafter. 

A  celebrated  author  has  said,  that  the  more 
precious  metal  always  regulates  the  value  of  the 
inferior  in  currency;  but  surely  this  is  not  so. 
If  your  money  of  account  were  formed  upon  the 
basis  of  silver,  then  gold  must  conform  to  this  : 
viz.  fifteen  pounds  of  silver  having  been  ex- 
pressed byj£46.  10s.  Qd.  a  pound  of  gold  would 
necessarily  be  estimated  at,  and  divided  into  the 
same ;  in  this  case  silver  might  be  said  to  regu- 
late the  gold  in  currency.  Suppose  you  were 
now  to  begin  de  novo,  and  cut  a  pound  of  gold, 
your  standard,  into  4(5J  pieces,  each  containing 
twenty  divisions ;  I5~  pounds  of  silver  must 
conform  to  the  same  estimate,  and  gold  would 
regulate  in  this  instance.  Theoretically  speak- 
ing it  would  seem  that  whichever  is  the  stand- 
ard should  regulate ;  but  in  practice  it  has  not 
been  so  with  us ;  for  when  we  adopted  gold,  the 
same  denominations  and  divisions  were  necessa- 
rily adhered  to  as  had  been  established  when 
silver  was  the  standard. 

It  does  not  follow,  however,  from  the  necessity 
of  observing  the  relative  proportion  with  accuracy 
in  the  money  of  account,  and  keeping  our  stand- 
ard coin  to  that  proportion,  that  the  same  should 
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extend  to  our  silver  coin.  Abstractedly  it  might 
be  said  that  our  silver  coin  should  bear  an  exact 
proportion  to  the  gold  in  strict  reference  to  the 
relative  values  of  the  metals,  but  there  are  par- 
ticular considerations  which  apply  to  this  part  of 
the  current  coin.  It  is  not  a  legal  tender  but 
for  very  small  sums;  it  is  only  of  use  to  divide 
the  guineas  or.  notes,  to  effect  the  smaller  pay- 
ments more  readily,  and  to  facilitate  the  minuter 
descriptions  of  traffic,  and  purchases.  No  con- 
tracts of  any  consequence  are  made  with  refer* 
ence  to  crowns,  half-crowns,  or  shillings ;  but 
unless  there  is  a  sufficiency  of  silver  coin  for  all 
the  purposes  to  which  it  is  applied,  the  greatest 
inconvenience  arises ;  therefore  it  would  seem 
advisable  that  this  should  be  something  under 
the  intrinsick  value  of  silver  in  proportion  to 
gold. — The  degree  cannot  be  determined  with 
accuracy,  inasmuch  as  it  is  not  possible  to  define 
the  maximum  that  the  market  price  of  silver 
may  reach.  But  the  rate  of  the  new  coinage 
seems  as  if  it  would  be  a  sufficient  protection ; 
whilst  the  seignorage  upon  coining  silver,  and  the 
restriction  of  the  legal  tender  in  that  metal  within 
such  very  narrow  limits,  are  securities  against 
an  excess  of  that  coin  beyond  the  uses  for  it.* 

*  Every  person  publishing  on  this  subject  is  bound  to 
bear  his  testimony  to  these  essential  improvements,  and  to 
the  admirable  arrangements  that  were  made  for  introducing 
the  new  silver  coin  into  circulation. 
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As  long  as  the  market  price  of  silver  is  equal 
to  or  lower  than  the  intrinsic  value  of  the  new 
current  coin,  it  is  of  no  consequence  if,  in  the 
currency  of  the  same  denomination,  some  part  is 
new  and  of  full  weight  and  another  part  worn 
and  short  of  weight,  because  the  heavier  cannot 
then  fetch  more  in  the  market  than  its  current 
value;  but  if  one  denomination  of  the  currency 
contains  more  silver  than  its  current  value,  ac- 
cording to  that  at  which  another  denomination 
is  issued,  then  it  will  be  melted  down ;  there- 
fore in  order  to  keep  our  silver  currency  in 
circulation,  it  is  first  necessary  that  it  should 
be  issued  at  rather  more  than  the  average 
market  price,  and  that  all  its  component  parts 
should  strictly  assimilate :  thus,  if  the  Bank 
5s.  tokens  had  not  been  raised  in  current  value, 
they  would  soon  have  disappeared  on  the  late 
new  coinage. 

„  The  remark,  that  the  quality  of  the  silver 
coin  is  comparatively  not  of  so  much  importance 
where  gold  is  the  standard,  has  been  completely 
verified  by  the  late  condition  of  that  part  of  our 
money ;  its  debasement  and  the  substitution  of 
local  tokens  to  supply  the  deficiency  in  quantity, 
many  of  which  did  not  contain  as  much  silver  as 
they  passed  for,  had  no  effect  of  depreciation  on 
our  standard  or  money  of  account ;  nor  has  the 
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late  coinage,  though  in  it  the  old  mint  regula-* 
tions  were  deviated  from. 

Copper  in  its  degree  is  similar.  Though  a 
proportion  of  copper  to  the  precious  metals  has 
been  supposed  and  struck,  yet  the  great  fluctua- 
tions in  supply  and  demand  which  this  metal 
has  been  subject  to  have  baffled  all  calculation 
and  estimate  ;  and  all  sorts  of  copper  coin,  in 
the  shape  of  mint  halfpence  and  pence,  and  va- 
rious descriptions  of  tokens,  have  answered  the 
purpose,  without  any  reference  to  their  intrinsick 
value. 

It  would  seem  that  the  true  reason  of  silver 
bullion  retaining  an  elevation  of  price  in  King 
William's  reign,  even  after  the  reformation  of  the 
silver  coin,  was  not,  as  has  been  supposed  by  an 
able  author,  "  the  substitution  of  gold  in  the 
greater  payments,  which  rendered  the  silver  cur- 
rency excessive,  comparatively  with  the  uses  to 
which  it  was  then  applied,  and  consequently  de- 
preciated its  value."  This  would  only  cause 
some  inconvenience  to  those  with  whom  it  accu- 
mulated, and  the  exportation  of  it,  for  which 
also  another  reason  existed  at  that  period,  name- 
ly, the  higher  value  put  upon  silver  in  propor- 
tion to  gold  in  Sweden,  occasioning  an  advanta- 
geous traffick  in  sending  out  silver  to  that  country, 


27 

and  selling  the  return  cargoes  purchased  with  it 
in  England ;  but  this  exportation  of  coin,  melted 
or  otherwise,  would  rather  tend  to  keep  down 
the  price  of  bullion. 

It  would  moreover  seem  that  either  metal 
being  underrated  in  currency  could  not  pos- 
sibly reduce  its  value  in  the  market ;  because 
that  will  be  regulated  always  by  the  relative  pro- 
portion of  the  metals  to  each  other,  and  the  state 
of  supply  and  demand,  affected  in  some  degree 
by  the  prohibition  to  export  coin,  and  by  seig- 
norage  if  any  exists.  The  price,  it  is  true,  must 
necessarily  be  expressed  in  the  money  of  ac- 
count; but  the  value  of  this  against  the  precious 
metals,  abstractedly  taken,  cannot  possibly  vary 
as  long  as  the  standard  coin  to  which  it  is  refer- 
able retains  its  original  quality. 

In  the  case  now  alluded  to,  the  silver  was  the 
standard  and  only  legal  tender  ;  yet  it  could  not 
be  justly  said,  as  the  same  author  has  done, 
"  that  silver  bullion  only  retained  a  high  price 
when  purchased  by  silver  coin,"  this  being,  as 
he  supposes,  "depreciated  by  excess;'7  not  a 
general  excess  of  currency,  but  of  that  particular 
part  of  it.  Now,  the  price  of  bullion  must  of 
course  be  expressed  in  the  money  of  account,  as 
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I  have  just  said ;  and  if  that  were  not  depre- 
ciated in  value,  the  excess  of  one  of  the  coins 
beyond  the  uses  for  it  could  not  possibly  raise 
the  market  price  of  the  metal  of  which  it  was 
composed.  A  pound  of  that  particular  coin 
being  melted  down,  would  fetch  its  bullion  value 
in  the  market,  with  the  small  difference  arising 
from  the  illegality  of  the  transaction. — And  for 
what  purpose  should  a  person  have  purchased 
silver  bullion  with  silver  coin  ?  It  could  only  be 
to  export  it.  You  may  suppose  indeed,  that  ra- 
ther than  melt  down  the  coin,  or  send  it  abroad 
without  melting,  in  either  case  becoming  sub- 
ject to  a  heavy  penalty,  it  might  be  exchanged 
for  bullion  at  a  loss  in  some  instances  ;  but 
these  could  only  be  exceptions ;  otherwise  not 
only  the  underrated  coins,  or  those  that  were 
excessive,  would  not  be  sent  to  receive  their 
true  value  abroad,  but  they  could  not  leave  the 
country  at  all. 

If  you  can  suppose  the  standard  coin  and 
legal  tender  not  to  pass  in  circulation  at  the  true 
proportion  between  the  metals  referably  to  the 
money  of  account,  then  the  measure  of  value 
would  be  deviated  from.  If  the  guinea  were  now 
declared  current  at  %%s.  or  at  20s.  gold  would 
be  too  much  elevated  or  depressed  with  refer- 
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ence  to  our  own  money  unit,  as  well  as  rela- 
tively  to  the  measure  of  value  in  other  countries. 
In  the  fgrmer  cas,e  also  the  market  price  of  silver 
would  iakuuiuch  above  its  value  in  our  currency, 
in  the  latter  case  the  same  would  happen  to  gold. 
There  can  be  no  question,  therefore,  that  the 
guinea  being  in  King  William's  reign  made  cur- 
rent for  more  than  its  proper  proportion  to  the 
standard  silver  currency,  and  the  difference  be- 
tween bullion  which  could  and  could  not  be 
sworn  off,  are  a  sufficient  solution  of  the  silver 
bullion  that  could  be  legally  exported  still  re- 
taining an  elevation  of  price,  even  after  the  re- 
formation of  the  standard  silver  coin,  without 
seeking  for  it  in  the  depreciation  of  this  from 
excess. 

The  circumstance  of  thirty  debased  shillings 
being  exchanged  for  a  guinea  in  King  William's 
reign  before  the  new  coinage  of  silver,  and 
twenty-one  equally  debased  shillings  exchanging 
for  a  guinea  before  the  reformation  of  our  gold 
coin,  and  still  the  same  when  the  latter  was  re- 
stored to  full  weight,  has  been  remarked  upon 
by  different  authors,  but  still  left,  I  think,  with- 
out a  satisfactory  explanation.  The  reason 
seems  to  be,  that  in  the  former  period  silver  coin 
was  the  standard,  and  of  course  its  value,  and 
that  of  the  money  of  account  which  it  governed, 
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must  have  sunk  with  its  debasement.  Gold  coin 
at  that  time  only  passed  current  for  the  relative 
proportion  of  the  two  metals,  or,  in  other  words, 
was  left  to  find  its  value.  Afterwards,  when 
gold  became  our  standard,  silver  coin  being  only 
for  convenience,  and  having  nothing  to  do  with 
our  money  of  account,  a  guinea  exchanging  for 
twenty- one  debased  shillings  lost  nothing  of  its 
value  in  currency  j  the  pound  sterling  equally 
expressed  the  same  quantity  of  gold,  and  a  rela- 
tive proportion  of  silver.  The  debasement  of  the 
standard  at  the  first  period  above  alluded  to  be- 
coming notorious,  exchanges  were  depressed, 
and  the  market  price  of  gold  being  affected  by 
this  cause,  as  well  as  by  the  debasement  of  the 
standard  coin,  guineas  would  partake  of  the  ele- 
vation of  market  gold,  and  exchange  against  a 
proportionate  number  of  debased  shillings,  or 
sell  for  a  proportionate  value  in  the  depreciated 
money  of  account,  or  disappear. 

The  fall  in  the  value  of  silver  bullion  after 
the  last  reformation  of  our  gold  coin,  and  the 
adoption  of  this  as  our  standard,  though  the  sil- 
ver coin  still  remained  much  debased,  just  proves 
that  the  money  of  account  and  the  com  that  is 
not  the  standard  have  no  affinity ;  that  the  for- 
mer, though  expressing  silver,  whilst  the  stand- 
ard is  gold,  will  retain  its  exact  relation  to  the 
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metal  which  forms  its  basis  unimpaired  by  the 
state  of  the  current  silver  coin.  The  money  of 
account  previously  partook  of  the  debasement  of 
the  old  standard;  subsequently  it  was  raised  by 
the  restoration  of  value  in  the  new  standard. 

A  distinction  has  been  drawn  by  some  writers 
between  debasement  and  depreciation  of  value 
from  that  cause,  alleging  that  depreciation  can 
only  take  place  from  excess  in  quantity ;  but 
suppose  the  currency  not  to  be  excessive,  and 
that  the  standard  coins  were  to  be  debased  at 
once,  would  not  this  affect  the  exchanges,  the 
price  of  bullion,  and  prices  in  general  ? 

Monsieur  Say  says,  in  his  justly  celebrated 
work,  that  money  is  no  measure  of  value,  be- 
cause when  it  is  debased  Prices  &&,  and  when 
restored  by  recoinage  they  ^se  ;  but  surely  this 
infers  just  the  contrary  of  his  assertion,  as  it  im- 
plies that  standard  coin  preserved  at  its  full 
weight  is  a  steady  measure  of  value. 

The  same  author's  proposal  for  a  charge  or 
seignorage  upon  coiqing  seems  highly  objection- 
able, if  applied  to  the  standard;  it  could  only 
make  the  coin  in  currency  more  valuable  than 
an  equal  weight  of  bullion  by  an  agio,  which 
would  cause  a  difference  between  the  value  of 
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the  standard  and  the  money  unit;  and  moreover, 
diminish  the  security  against  excess,  because  the 
market  price  of  bullion  must  then  rise  by  so 
much  higher  as  the  amount  of  seignorage,  and 
something  in  addition,  before  it  would  be  profit- 
able to  melt  the  coin. — On  the  other  hand,  if 
there  were  no  agio,  consequently  the  coin  not 
more  valuable  in  currency  than  the  money  unit, 
the  latter  might  be  elevated  above  the  standard, 
because  the  market  price  of  gold  must  then  fall 
below  the  mint  price  by  as  much  as  the  amount 
of  seignorage,  before  it  could  be  purchased  by 
individuals  for  coining.  How  the  guinea  could 
be  more  valuable  for  the  charge  of  seignorage 
without  an  agio  I  cannot  see,  because  it  would 
still  pass  only  for  twenty-one  shillings,  and  at 
that  rate  it  must  be  issued  by  all  banks  in  ex- 
change for  their  notes. 

Some  able  writers  haye  recommended  two 
pounds  sterling,  a  silver  and  gold,  as  legal  ten- 
ders ;  thus,  of  course,  two  standards.  But  the 
inconvenience  and  confusion,  and  instability  that 
must  ensue  from  this  are  so  evident,  that  one 
cannot  help  being  surprised  they  should  have 
escaped  some  reflecting  men. 

Whoever  examines  attentively  the  deep,  in- 
tricate, and  elaborate  discussion  of  that  very  able 
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author  Sir  James  Stewart,  on  Money,  must  rise 
from  the  investigation,  not  converted  I  think, 
but  more  convinced,  if  possible,  than  before  of 
the  necessity  of  a  regulating  standard  coin,  to 
which  the  money  unit  may  be  constantly  refer- 
able* 

He  holds  the  Amsterdam  florin  banco  as  an 
(example  of  an  invariable  money  unit.  Now  it  is 
true  that  this  just  represented  a  certain  weight 
of  fine  silver;  and  the  Bank  credits  were  found- 
ed upon  an  actual  deposit  of  the  exact  weight 
which  they  expressed ;  but  the  fluctuating  agio 
upon  this  Bank  money,  not  only  proportionably 
to  defect  in  the  current  coin  with  which  it  might 
come  in  Contact  or  be  compared,  but  relatively 
to  the  greater  or  less  demand  for  it  at  the  mo- 
ment, might  surely  be  called  instability  in  the 
money  unit;— what  could  it  be  else  if  1000 
florins  Bank  credit  should  circulate  at  an  agio  in 
its  favour  of  3  or  4  per  cent  ?  Was  not  this  just 
a  rise  in  the  value  of  the  money  unit? 

Again,  in  preferring  an  ideal  money  unit  he 
sets  forth  as  a  principle,  that  current  coin  should 
be  left  to  find  its  value  as  a  commodity,  and 
fluctuate  with  every  variation  in  the  market 
prices  of  the  precious  metals  though  the  coin 
may  be  of  full  weight  and  purity.  Now,  would 
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it  not  seem  that  if  this  fluctuation  in  the  price  of 
the  metals  is  held  thus  to  affect  the  current  value 
of  heavy  coin,  it  must  equally  be  supposed  to 
affect  that  of  the  money  unit,  which  must  imply 
a  certain  weight  of  those  metals  ? 

In  Amsterdam,  where  they  were  subject  to 
the  influx  of  various  sorts  of  foreign  coin  in  cur- 
rency, and  had  no  one  exclusive  legal  tender 
established,  it  might  be  impossible  to  make  their 
money  unit  referable  to  a  particular  standard 
coin.  At  first,  indeed,  it  was  formed  upon  the 
ducatoon,  a  coin  worth  three  florins  banco  $  but 
this  soon  disappeared,  or  nearly  so,  in  the  mixed 
and  fluctuating  mass.  Now,  where  there  was 
such  a  variety  of  coins  it  was  of  course  neces- 
sary to  ascertain  as  nearly  as  possible  their  seve- 
ral relations  to  the  established  money  unit,  and 
jix  their  current  value  accordingly ;  but  even  in 
so  confined  a  sphere,  if  every  variation  of  the 
market  price  of  the  metals  were  to  affect  the 
value  of  those  coins  in  circulation,  there  would 
be  endless  confusion  in  the  daily  sales  and  pur- 
chases, &c.  Such  a  principle  applied  to  this 
country  would  be  superlatively  objectionable. 
To  place  its  operation  in  a  striking  light ;  sup- 
pose a  person  receives  to-day  a  certain  number 
of  guineas;  he  goes  to  a  shopkeeper  to-morrow, 
and  offers  them  to  him  in  discharge  of  a  debt  of 
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a  given  amount  in  pounds  sterling;  the  shop- 
keeper does  not  object  to  the  weight  of  the 
guineas,  but  says  the  market  price  of  gold  has 
fallen,  therefore  he  must  have  more  to  make  up 
the  money  units  of  the  debt  at  the  price  of  the 
day ;  or,  vice  versa.  The  confusion  and  uncer- 
tainty in  all  dealings  would  be  incalculable  ;  no 
person  would  ever  be  certain  of  the  value  in 
currency  of  the  money  he  received  from  one  day 
to  another;  and  indeed  the  Bank  would  be 
obliged  to  cash  their  notes  variously  in  the  same 
proportion.  Any  further  detail,  however,  would 
be  useless  to  demonstrate  the  impossibility  of  re- 
ducing such  a  principle  to  practice. 

Sir  James  Stewart  supposes  every  fluctuation 
in  the  market  price  of  either  metal  implies 
that  the  one  or  the  other  is  underrated  in  the 
money  of  account ;  but  such  fluctuations  will 
happen  without  any  alteration  having  taken 
place  in  the  general  relative  proportion  of  the 
metals,  which  indeed  he  admits  in  another  part 
of  his  Treatise.  There  is  no  way  of  ascertain- 
ing any  change  in  the  general  proportion  of  gold 
to  silver,  but  by  an  accurate  investigation  and 
comparison  of  their  market  prices  in  Europe 
over  a  long  period.  His  proposal  of  striking 
the  mean  proportion  when  an  alteration  has 
taken  place  in  the  relative  quantities  of  the  two 
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metals,  proceeds  upon  the  supposition  of  two 
legal  pounds  sterling  j  but  I  should  think,  that 
having  two  legal  tenders  would  be  very  objec- 
tionable ;  affixing  the  standard  to  one  metal 
seems  by  far  the  preferable  mode,  for  many  rea- 
sons which  are  very  obvious. 

\ 

»  He  also  observes,  that  in  order  to  render 
material  money  perfect  the  quality  of  a  commo- 
dity, should  be  taken  from  it,  and  he  proceeds  to 
propose  his  ideal  unit,  not  referable  to  a  standard 
coin.  But,  as  I  have  before  remarked,  if  he 
supposes  that  the  value  in  currency  of  gold  or 
silver  coin  of  full  weight  varies  with  the  market 
prices  of  those  metals,  he  must  in  consistency 
allow  that  the  value  of  his  money  unit  would 
equally  vary,  because  that  must  be  founded,  in 
idea  at  least,  on  a  certain  weight  of  one  of  the 
metals,  they  being  considered  as  the  measure ; 
it  cannot  be  merely  a  figure  j*  and  how  there  can 

*  Sir  James  Stewart's  Angola  example  seems  very  in- 
apposite, because  he  represents  the  inhabitants  of  that  coun- 
try as  carrying  on  their  traffic  merely  by  barter,  without  any 
circulating  money  at  all.  Their  macoutes  were  just  figures 
ingeniously  applied  to  aid  them  in  bartering  one  article 
against  another,  the  unit  proceeding,  I  suppose,  from  what 
was  considered  the  least  valuable  article ;  that  would  be 
called  1  macoute ;  then  if  a  sheep  were  called  1O,  and  one 
ox  supposed  to  be  worth  four  sheep,  that  would  conse- 
quently be  estimated  at  40  macoutes.  But  if  you  consider 
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be  such  a  distinction  drawn  between  equal  weights 
of  the  same  metal  I  am  at  a  loss  to  understand. 

In  our  system  of  convertible  currency  we 
seem  to  have  divested  gold,  our  standard,  as 
much  of  its  property  of  a  commodity  as  is  prac- 
ticable ;  and  the  regulations  for  preserving  the 
essential  quality  of  the  standard  coin  unimpaired 
secures  the  steadiness  of  our  money  unit  as  far 
as  it  is  possible  to  do  so  ;  I  do  not  say  as  much 
as  can  be  done  without  going  into  such  metaphy- 
sical subtilty  as  is  not  applicable  to  the  concerns 
of  society,  but  I  mean  in  the  positive  degree;  be- 
cause, supposing  always  the  precious  metals  to 
be  the  measure  of  value,  our  arrangement  keeps 
the  money  unit  as  steady  as  any  other  can  do, 
even  in  theory ;  moreover,  we  have  a  practical 
security  against  its  depreciation  by  excess,  which 
some  of  the  other  systems  do  not  afford, 

If  the  scheme  of  an  ideal  money  unit  be 
highly  defective  though  coupled  with  a  con- 
vertible currency,  that  of  an  established  paper 
currency  is  visionary  in  the  extreme,  When  im- 
perious circumstances  command  a  temporary 
adoption  of  paper  money  the  objections  ancl 

the  nature  of  money,  and  examine  all  its  relations  to  and 
bearings  on  property,  you  will  find  that  no  possible  compa- 
rison cun  lie  between  it  and  the  Angola  macoutes. 
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possible  evils  are  very  great ;  but  as  a  permanent 
system  it  would  be  scarcely  better  for  a  country 
like  this  than  the  Angola  macoute.  Without  a 
palpable  regulating  standard  in  a  circulating  coin 
which  forms  the  only  legal  tender,  there  can  be 
no  security  for  the  money  unit  continuing  to  be 
a  steady  representative  of  a  certain  weight  of 
the  precious  metals,  consequently  a  true  measure 
of  value. 

The  nature  of  the  control  which  the  standard 
exercises  over  the  general  currency,  and  the 
check  arising  out  of  constant  reference  to  and 
comparison  with  it,  will  be  fully  elucidated  in 
the  following  and  other  sections. 


SECTION  III. 

As  a  sufficient  stock  of  coin  to  support  a 
given  quantity  of  notes  in  circulation,  which,  as 
has  been  before  observed,  is  about  one-third, 
certainly  much  under  half  their  amount  in  the 
ordinary  course  of  business,  cannot  be  procured 
without  exchanging  solid  property  for  that  pur- 
pose, and  also,  as  it  may  be  necessary,  in  case  of 
what  is  termed  a  run,  suddenly  to  procure  a 
larger  amount  by  the  like  pledge  of  property,  it 
must  be  evident  that  hence  arises  considerable 
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security  against  the  exercise  of  this  part  of  the 
banking  trade  without  real  capital,  and  against 
improvident  issues  ;  but  it  goes  no  further — any 
number  of  men  might  keep  banks  as  long  as  they 
were  in  possession  of  sufficient  property  to  pro- 
cure the  requisite  quantity  of  coin,  unless  there 
existed  a  further  restraint, 

This  lies  in  the  market  price  of  gold.  The  mint 
price  being  £3  :  17  •  10J.  per  ounce,  or,  in  other 
words,  an  ounce  of  gold,  when  coined,  being 
worth  in  our  currency  only  that  sum,  it  is  easily 
seen  that  if  bullion  in  the  market  rises  higher 
the  Bank  of  England,  which  chiefly  furnishes 
coin  to  the  other  bankers,  or  these  if  they  take 
bullion  to  the  mint  themselves,  must  be  losers 
upon  the  difference,  because  they  can  only  issue 
the  coin  for  its  standard  value.  Also,  when  the 
market  price  rises  notes  will  run  in  fast  upon  all 
their  issuers  for  payment  in  coin,  in  order  that 
the  receivers  may  have  it  melted  down  and  sold 
in  the  market,  by  which  they  will  make  more 
than  its  value  in  currency,  though  something 
under  the  market  price  of  other  bullion,  as  it 
cannot  be  sworn  off;  or  the  coin  will  be  exported 
without  melting.  It  becomes  therefore  the  in- 
terest not  only  of  the  Bank  of  England,  but  of 
all  issuers  of  notes  that  the  market  price  of  gold 
should  be  kept  as  nearly  as  possible  to  the  mint 
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price,  more  especially  of  the  former,  because,  as< 
I  have  before  observed,  other  banks  chiefly  apply 
to  the  Bank  of  England  for  supplies  of  coin  as 
they  may  want  them. 

The  price  of  gold  in  the  market  is  subject  to 
fluctuation  from  various  causes.  In  ordinary, 
quiet  times,  and  when  exchanges  are  not  unfa* 
vourable,  the  predominant  cause  of  that  fluctua- 
tion is  undoubtedly  the  state  pf  the  currency. 
If  the  power  of  the  standard  measure  of  value  is 
diminished  either  by  excess,  or  debasement  of 
the  coin,  more  is  required  for  the  purchase  of 
commodities  than  before  that  diminution  took 
place ;  and  in  both  cases  the  market  price  of 
bullion  will  be  affected.  Debasement  of  the 
standard  coin  acts  doubly,  viz.  by  a  diminution 
of  its  value  in  all  domestic  uses,  and  by  the  ex- 
change, as  the  extent  of  deterioration  will  be 
computed,  and  form  a  set-off  on  the  part  of  fo- 
reign merchants  in  all  their  dealings  with  us. 
Depreciation  from  excess  never  can  last  long 
enough  in  a  course  of  cash  payments  thus  to  afc 
feet  the  exchanges,  though  it  may  have  some 
trifling  temporary  effect  on  prices,  therefore  its 
operation  under  such  circumstances  is  only 
single.  For  the  former,  the  only  remedy  is  a 
new  coinage.  The  latter  will  be  corrected  by 
contraction,  the  necessity  of  which  self-interest 
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imposes  upon  all  issuers  of  notes,  as  above  de- 
scribed, and  the  operation  is  much  accelerated 
by  the  rapid  conversion  of  the  coin  into  bullion  ; 
the  Bank  of  England  paper  being  that  which 
comes  most  in  contact  with  bullion  in  the 
market,  and  as  it  has  even  in  cash  payments 
some  indirect  influence  over  the  issues  of  other 
banks,  a  diminutiori  of  this  will  effect  more  im- 
mediately the  restoration  of  the  standard  mea- 
sure of  value, 

But  it  must  not  be  inferred  from  this  that  the 
market  price  of  gold  has  necessarily  been  raised 
by  excess  of  Bank  of  England  notes  ;  because  it 
is  possible  that  so  great  a  number  of  other  banks 
may  be  established,  as  to  occasion  such  a  demand 
for  gold  to  support  their  notes  in  circulation,  as 
will  cause  some  elevation  of  its  price.  This, 
however,  can  be  only  temporary  in  either  case, 
the  check  lying  in  the  intrinsic  value  of  the 
foundation  of  the  national  money,  and  the  con- 
sequences above-mentioned;  and  whether  the 
elevation  arises  from  excessive  issues  by  the 
Bank  of  England  or  others,  all  are  equally  inte- 
rested in  the  removal  of  the  cause ;  therefore  all 
will  naturally  contract  the  amount  of  their  notes 
in  circulation,  till  the  market  and  mint  price  are 
brought  to  a  level. 
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But  gold  is  essentially  different  from  any 
other  commodity  in  the  market :  its  chief  use  in 
ordinary  times,  and  when  exchanges  are  not  un- 
favorable, is  to  furnish  coin ;  at  least,  the  quan- 
tity purchased  for  ornamental  purposes  is  so 
small  comparatively,  as  scarcely  to  have  any 
effect  on  the  general  market  price.  And  it  is 
evident  that  the  supply  has  usually  kept  pace 
with  the  regular  and  slowly  increasing  demand 
for  coinage,  because,  unless  in  case  of  unfavor- 
able exchanges  or  great  foreign  expenditure,  the 
mint  and  market  price  have  been  nearly  equal 
ever  since  gold  became  our  standard,  though  the 
prices  of  other  articles  have  been  constantly  in- 
creasing.* Nothing  seems  clearer  than  that  this 
must  be  so  in  cash  payments,  as  long  as  gold  in 
the  market  is  only  acted  upon  by  the  relative 
quantity  of  currency,  and  the  supply  does  not 
fall  off.  The  rise  of  market  price  under  such 
circumstances  takes  place  from  an  increased  de- 

*  It  seems  erroneous  to  say  that  the  value  of  gold  must 
be  generally  equal  all  over  the  world.  What  does  this  word 
value  mean  as  so  applied,  but  the  quantity  of  other  commo- 
dities that  gold  can  command  ?  Now  if  this  were  generally 
the  same  in  all  countries,  how  would  it  be  possible  that 
prices  should  be  permanently  higher  in  one  country  than 
another  ?  yet  it  is  notorious  that  there  does  exist  such  a  dif- 
ference.. 
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mand  for  coin  to  support  a  larger  circulation 
than  the  quantity  of  marketable  gold  in  the  coun- 
try would  justify,  and  thus  outrun  or  lose  the 
true  measure  of  value.  When  the  market  price  of 
gold  is  higher  than  the  mint  price  from  other 
causes  than  this,  it  never  can  be  considered  as  a 
proof  of  depreciation  by  excess. 

On  the  other  hand,  it  is  possible  that  the  gold 
market  may  become    overstocked  from  there 
being  a  more  than  ordinary  supply,  and  no  im« 
mediate  call  for  a  proportionate  increase  of  cur- 
rency ;  consequently  the  price  may  fall  below 
the  mint  price  some  little,  as  the  delay  in  coining 
will  occasion  a  loss  of  interest ;  but  this  never 
can  continue  long,  generally  speaking,  because 
the  Bank  of  England  would  soon  find  an  oppor- 
tunity of  extending  their  issues,  and  would  add 
proportionably  to  their  stock  of  gold ;  nor  would 
this  be  an  artificial  addition  to  the  circulation, 
but  a  real  legitimate  multiplication  of  the  stand^ 
ard  measure  of  value ;  because,  as  gold  forms  its 
essential  quality,  all  that  metal  at  any  time  in  the 
country  may  be  so  applied  with  strict  preservation 
of  this ;  and  convertible  paper  partakes  of  the 
same  property. 

Thus  it  seems  evident,   that  in  cash  pay- 
ments, and  when  exchanges  are  not  unfavor- 
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able,  nor  any  great  foreign  expenditure  going 
on,  the  deviations  from  the  mint  price  cannot  be 
considerable,  or  of  much  duration ;  also,  that 
whatever  fluctuations  may  take  place  in  the  price 
of  other  commodities,  such  as  cloth,  corn,  &c.  &c. 
that  of  gold  must  remain  nearly  steady;  and  in 
its  gentle  occasional  variations,  it  is  immediately 
reattracted  to  the  centre  from  which  it  diverged, 
by  the  operation  of  principles  which,  in  their 
united  effect,  concur  to  maintain  unaltered  the 
standard  measure  of  value. 

Temporary  alarm  or  want  of  confidence 
may  occasion  hoarding  and  runs,  and  the  first 
struggle  by  the  bankers  to  support  their  notes 
may  produce  an  increased  demand  for  gold,  and 
a  rise  in  the  market  price;  but  this  must  very  soon 
terminate,  either  by  a  cessation  of  the  cause,  or 
by  a  contraction  of  the  paper  circulation  as  a 
defensive  measure,  though  previously  to  the 
alarm  it  may  not  have  been  excessive, 

Here  I  must  notice,  what  appears  to  me  an 
erroneous  supposition  of  a  very  able  man,  namely, 
that  even  in  cash  payments  the  Bank  of  England 
paper  alone  limits  directly  the  amount  of  Country 
paper,  and  not  the  convertibility  of  the  latter  at 
all,  by  the  necessity  that  Country  Banks  con^ 
sider  themselves  under  occasionally  to  give  either 
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Bank  of  England  notes,  or  other  bills  on  London 
resolvable  into  these  in  exchange  for  their  own 
notes.  Now  as  their  Bills  on  London,  or  their  own 
Bank  notes  payable  there  will  answer  the  pur- 
pose  of  remittance,  and  as  their  correspondent 
may  pay  partly  in  gold,  it  seems  that  Bank  of 
England  notes  can  only  influence  the  transac- 
tions of  Country  Banks  in  as  far  as  they  form  a 
part  of  the  general  mass  of  London  currency ; 
and  it  seems  a  still  greater  error  to  say,  "  that 
their  convertibility  is  no  limitation  at  all :"  the 
contrary  of  which  is  evident,  even  under  the 
supposition  that  Country  Bankers  could  only  ob- 
tain gold  with  Bank  of  England  notes.  But  it 
is  not  indispensable  that  a  Country  Banker  should 
procure  gold  through  the  intervention  of  Bank 
of  England  notes,  though  this  is  the  usual  mode  ; 
because  country  notes  of  51.  and  upwards  are 
mostly  payable  in  London ;  therefore,  by  the 
application  of  these  notes  the  issuer  may  pur- 
chase bullion  in  the  market,  and  have  it  taken 
to  the  mint  for  coinage,  at  the  trifling  loss  of 
interest  by  the  delay ;  his  credit,  and  that  of 
his  correspondent,  if  it  is  good,  will  as  soon  obtain 
gold  as  Bank  of  England  notes.  In  dissenting 
from  this  theory  I  only  mean  to  say,  that  the 
supposed  limitation  is  not  so  direct  and  exclusive 
as  the  author  I  allude  to  imagines  ;  with  regard 
to  the  second  error  there  can  be  but  one  opinion. 
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It  is  said,  that  if  a  Bank  issues  excessively, 
the  excess  will  return  upon  it ;  but  this  can  only 
be  in  case  the  market  price  of  gold  rises  above 
the  mint  price,  or  if  some  part  of  the  discounts 
and  accommodation  should  be  no  longer  wanted, 
or  if  failures  take  place  from  such  improvidence  ; 
because  if  you  suppose  prices  to  have  been  ele- 
vated by  these  excessive  issues,  that  elevation 
would  have  absorbed  the  surplus  in  circulation ; 
unless  indeed  this  rise  of  prices  were  local ;  then 
people  would  apply  to  the  Country  Banks  in  that 
district  for  Bank  of  England  paper,  or  bills  on 
London,  for  the  purpose  of  supplying  themselves 
where  articles  might  be  cheaper,  or  importing 
them  to  advantage  for  sale.  To  maintain  in- 
ordinate local  prices,  however,  is  scarcely  possi-» 
ble  for  more  than  a  short  time,  for  the  reason 
just  mentioned  as  well  as  another,  namely,  the 
ready  transference  of  the  effects  of  credit  be- 
tween correspondents  from  the  metropolis  to  the 
country,  and  vice  versa,  according  to  the  supe- 
rior facility  at  the  time  of  borrowing  in  either. 
It  is  not  meant  that  prices  will  not  be  different 
in  different  places,  by  the  natural  operation  of 
demand  and  supply  ;  but  merely  that  they  can- 
not be  elevated  much  locally  by  the  artificial 
effect  of  excessive  issues.  In  some  counties  corn 
is  always  much  dearer  than  in  others;  but  if 
Country  Banks  should  enable  the  established 
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dealers  in  that  article  to  keep  up  prices  beyond 
the  cost  of  bringing  it  to  those  places  from  such 
others  where  it  could  be  procured  on  the  best 
terms,  allowing  a  fair  profit,  other  persons  would 
be  tempted  to  enter  into  the  business,  and  apply 
to  those  Banks  for  London  notes,  or  bills  on 
London,  in  order  to  accomplish  their  importa- 
tions j  thus  begins  a  check ;  and  it  would  pro- 
ceed further  by  a  fall  in  the  price  of  corn  from 
increased  supply,  a  consequent  return  to  the 
Banks  of  the  extraordinary  discounts  previously 
required  by  the  old  corn  dealers,  or  even  per- 
haps by  their  failure. 

The  main  direct  check,  however,  upon  exces- 
sive issues  in  cash  payments  is  the  market  price 
of  gold:  when  that  rises  notes  run  in  whether 
they  have  been  excessive  or  not,  and  it  is  of 
course  the  interest  of  all  bankers  to  keep  it  down, 
of  Country  Bankers  as  well  as  the  Bank  of  Eng- 
land ;  because,  though  the  latter  may  be  chiefly 
at  the  cost  of  coinage,  according  to  what  has  hi- 
therto been  the  practice,  yet  the  more  gold  the 
former  are  called  upon  for  the  more  disadvanta- 
geous to  them,  even,  if  carried  very  far,  to  the 
extent  of  their  being  obliged  to  stop  payment. 
At  the  same  time  it  must  be  allowed,  that  even 
in  cash  payments  the  necessity  which  Country 
Banks  consider  themselves  under,  and  indeed 
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Which  they  must  comply  with  or  not  carry  on 
their  business  at  all,  of  giving  Bank  of  England 
notes  in  exchange  for  their  own,  or  bills  upon 
London,  in  as  far  as  you  may  suppose  such  bills 
to  be  exchanged  there  for  Bank  notes,  implies  a 
restrictive  influence  on  the  part  of  these  latter. 
But  as  those  London  bills  may  be  discharged  in 
part  by  guineas,  this  limitation  cannot  be  consi- 
dered so  important  under  such  circumstances  a$ 
under  a  restriction. 

It  will  not  be  irrelevant  here  to  remark,  that 
it  is  the  quantity  of  Bank  of  England  notes  cir- 
culating in  London,  which  forms  this  sort  of  re- 
striction on  the  Country  Bank  issues  ;  and  that 
neither  those  circulating  in  the  country,  nor  those 
used  by  Banks  as  deposits,  must  be  taken  into 
account  on  this  occasion. 

It  seems  anomalous  at  first  sight,  that  gold  iii 
the  market  should  be  of  more  or  less  value  thari 
gold  in  coin,  but  this  may  be  easily  explained  \ 
If  a  Banker  wishes  to  support  an  increased  quan- 
tity of  notes  in  circulation,  and  the  supply  of  gold 
is  inadequate  to  furnish  him,  and  all  others  who 
have  the  same  views,  with  the  requisite  addi- 
tional proportion,  the  profit  accruing  to  them 
from  the  augmented  number  of  their  notes  may 
enable  them  to  pay  the  higher  price  for  the  gold 
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they  want,  which  this  unusual  demand  has  occa- 
sioned, though  to  this  there  are  narrow  limits,  as 
has  been  remarked  before.  A  merchant  may  be 
induced  to  purchase  at  an  elevated  price  gold 
for  exportation  rather  than  run  the  risk  of  send- 
ing the  coin  abroad,  to  make  good  that  part  of 
his  foreign  payments  which  he  cannot  otherwise 
liquidate ;  this  takes  place  when  the  exchange 
falls  below  the  expense  of  transmitting  bullion, 
and  when  there  is  not  an  opportunity  of  export- 
ing goods  for  the  purpose  of  balancing  the  ac- 
counts, from  the  foreign  markets  being  fully 
stocked.  On  this  occasion,  viz.  unfavourable 
exchange,  the  floating  bullion  in  the  market 
that  can  be  sworn  off  first  feels  the  effect  of  the 
augmented  demand ;  and  as  that  stock  dimi- 
nishes, the  gold  coin  melted  is  purchased  for  a 
similar  purpose,  though  at  a  lower  rate  as  the 
melting  or  exportation  of  this  are  subject  to  great 
penalties.  Also,  if  government  foreign  expen- 
diture requires  the  transmission  of  gold  the  in- 
creased demand  will  necessarily  raise  the  price, 
which  is  still  further  enhanced,  in  the  beginning 
at  least,  by  the  regular  usual  purchases  for  coin- 
age going  on  at  the  same  time  ;  these,  however, 
must  soon  stop  if  the  market  price  continues  to 
rise,  or  the  loss  to  the  dealers  in  coin  would  be- 
come excessive.  Hence,  when  exchanges  be- 
come unfavourable,  or  foreign  expenditure  re- 
ft 
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quires  the  transmission  of  bullion  gold  in  the 
market  takes  more  the  nature  of  a  commodity, 
than  it  has  in  favourable  or  par  exchanges  and 
quiet  times ;  but  still  this  resemblance  to  other 
commodities,  though  increased,  is  far  from  com- 
plete ;  because  several  causes,  which  are  pecu- 
liar, co-operate  in  keeping  down  the  price : 
namely,  The  stock  of  coin  existing  in  the  coun- 
try furnishes  an  increased  supply  more  imme- 
diately than  it  can  be  furnished  in  the  case  of 
any  other  article ;  the  usual  demand  for  coin- 
age diminishes  in  proportion  as  the  extraordinary 
demand  for  other  purposes  augments ;  and  the 
value  of  the  whole  currency,  with  part  of  which 
the  gold  for  exportation  must  be  purchased,  is 
raised  by  a  double  contraction,  namely,  that 
occasioned  by  withdrawing  coin  from  circula- 
tion, and  the  diminution  of  Bank  notes  imposed 
most  imperiously  by  self-interest.  Thus,  whilst 
the  demand  is  struggling  to  raise  the  price,  a  con- 
traction is  atwork  of  a  peculiarlypowerful  nature: 
so  that  to  class  gold  indiscriminately  with  other 
commodities  seems  a  mistake,  more  especially 
when  in  a  course  of  cash  payments.  Also,  as  I 
have  before  hinted,  it  seems  erroneous  to  argue, 
that  the  simple  fact  of  the  market  price  of  gold 
being  above  the  mint  price  implies  a  deprecia- 
tion of  the  currency ;  before  such  a  conclusion 
is  drawn  the  cause  of  this  difference  musr  be 
ascertained  \  should  exchanges  not  be  unfa- 
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vourable,  no  great  foreign  expenditure  require 
the  transmission  of  bullion,  and  no  alarm  or  di- 
minution of  confidence  exist,  then  the  inference 
may  be  just,  otherwise  not. 

The  bullion  market  at  home  is  limited  ;  and 
an  outward  current,  by  unfavourable  exchanges, 
soon  raises  the  price.  During  the  late  war,  this 
was  experienced  in  such  a  degree  that  contracts 
were  made  for  exporting  bullion  direct  from 
America,  to  those  parts  of  the  continent  of  Eu^ 
rope  to  which  we  wanted  to  send  it. 

It  is  not  uncommon  to  say,  that  when  com* 
modities  are  dear  gold  is  cheap,  and  vice  versa. 
But  we  have  often  seen  bullion  and  all  other  ar* 
tides  dear  at  the  same  time.  Therefore  the 
more  accurate  expression  would  be,  that  the  cur- 
rency is  less  valuable  when  commodities  are 
dear. 

If  then  gold  so  far  differs  from  other  commo- 
dities that,  for  the  support  of  the  circulation  of 
the  country,  there  must,  generally  speaking,  be 
a  sufficient  supply  of  that  foreign  article  at  one 
Jijced  price  y  namely  the  mint  price,  how  is  this 
accomplished,  when  all  other  articles  are  sub- 
ject to  so  much  fluctuation,  and  when  it  is  evi- 
dent that  a  gradual  increase  of  price  has  been 
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taking  place  in  every  thing  else  ?  That  gold  can- 
not deviate  much  from  the  mint  price  in  cask 
payments,  unless  influenced  by  some  other  cause 
than  the  relative  amount  of  the  currency,  ex- 
cept  in  the  supposition  of  debasement  of  the 
standard  coin,  seems  evident  from  the  foregoing 
considerations ;  still  it  is  to  be  imported,  so  as 
to  keep  up  a  supply  equal  to  the  gradual  de- 
mand. 

When  exchanges  are  favourable,  which  is 
generally  the  case  more  or  less  with  this  country 
in  times  of  peace,  gold  will  flow  in  for  the  liqui- 
dation of  balances,  or  may  be  advantageously 
imported  by  the  Bank.  Thus  far,  then,  there  is 
no  difficulty.  Again,  suppose  exchanges  at  par, 
the  loss  on  importation  of  bullion  would  then  be 
equal  to  the  cost  of  transit,  unles  commodities, 
for  tire  purpose  of  purchasing  itr  could  be  sold  to 
such  advantage  as  would  cover  that  expense. 
But  here  a  material  consideration  arises,  namely, 
the  home  prices  must  be  paid  for  those  commo- 
dities in  our  currency  ;  but  the  return,  viz.  bul- 
lion, can  only  fetch  the  mint  price.  Therefore, 
unless-  the  commodities,  thus  exported,  are  sold 
abroad  for  as  much  as  will  not  only  cover  their 
original  cost,  but  that  of  freightage,  &c.  &c.  and 
the  transit  of  bullion  back,  the  Bank  must  be 
losers  to  the  amount  of  the  difference,  no  com  - 
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pensation  arising  to  them  from  a  high  home  mar- 
ket for  their  imports ;  or  if  they  do  not  import 
bullion  on  their  own  account,  they  must  pay  a 
still  greater  price  to  the  merchant  who  does,  for 
he  will  not  be  satisfied  with  indemnification 
against  loss,  but  will  expect  a  fair  commercial 
profit  on  the  transaction.  Generally  speaking, 
however,  as  the  expense  of  labour  is  so  much 
diminished  by  our  superior  machinery,  and  as 
our  advantage  in  most  manufactures,  from  a  va- 
riety of  other  concurrent  causes,  is  so  great,  the 
home  wholesale  price  for  exportation  will  enable 
exporters  of  a  well  assorted  cargo  to  bring  home 
bullion  in  exchange  without  loss,  at  least  in  ordi» 
nary  quiet  times.  If  foreign  bills  are  bought  up  at 
par,  and  the  credits  thus  obtained  realised  in  bul- 
lion (at  Hamburgh,  for  instance,)  it  is  clear,  that 
the  loss  oh  the  transaction  must  be  the  expense 
of  transit  home,  and  commission,  brokerage,  &c. 
But  when  exchanges  are  unfavourable,  a  twofold 
difficulty  arises >  one  from  the  high  market 
price  of  bullion  at  home,  which  affects  the  Banks 
as  before  explained,  anc|  the  Joss  upon  the  ex* 
change. 

A  very  ingenious  author  remarks,  "  that 
money  should  always  be  rather  more  valuable 
than  bullion,  to  compensate  for  the  trifling  de^ 
lay  which  takes  place  before  it  is  returned  in  ex* 
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change  for  bullion  at  the  mint,  which  delay  is' 
equivalent  to  a  small  seignorage ;  and  that  the 
Bank  of  England,  by  not  having  paid  regard  to 
this  principle,  have  in  former  times  been  losers." 
But  I  cannot  see  the  possibility  of  carrying  this 
into  execution ;  at  least  not  for  any  length  of 
time,  because  individuals  would  have  bullion 
coined  on  their  own  account,  as  soon  as  its  value 
fell  sufficiently  below  that  of  the  currency  to 
enable  them  to  do  this  with  advantage, 


SECTION  IV. 

FROM  every  thing  that  has  been  stated,  it 
seems  evident,  that  cash  payments  are  the  only 
positive  security  for  the  preservation  of  the 
standard  measure  of  value  unimpaired ;  and,  that 
in  peace,  and  when  exchanges  are  not  unfavourT 
able,  the  usual  state  of  domestic  tranquillity  and 
confidence  being  supposed,  the  market  price  of 
gold  is  the  true  criterion  of  the  sound  state  of 
the  currency.  It  seems  equally  evident,  that 
this  criterion  is  in  a  great  measure  lost,  when 
adverse  exchanges,  great  foreign  expenditure  or 
shocks  to  confidence,  and.  consequent  alarm, 
hoarding,  and  runs,  take  place. 

After  having  thus  given  to  cash  payments 
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their  full  value,  it  is  right  to  say  a  few  words 
upon  the  inconveniences  from  which  they  are 
inseparable.. 

The  system  is  uniformly  harmonious  in  its 
course  till  the  disturbing  forces  come  into  ac^ 
tion,  but  then  the  controlling  centre  loses  much 
of  its  regulating  power,  and  great  inconvenience 
ensues. 

The  struggle  to  keep  down  the  market  price 
of  gold  by  withdrawing  coin  and  notes  from  cir- 
culation, as  the  currency  must  have  been  in  a 
sound  state  up  to  that  period,  that  is  just  equal 
to  the  wants  of  the  country  in  strict  maintenance 
of  the  standard  measure  of  value,  cannot  but  be  ex- 
tremely prejudicial,  by  the  difficulty  which  it  may 
occasion  in  carrying  on  the  general  circulation  of 
the  already  existing  property,  in  preserving  the 
extent  to  which  the  commercial  transactions  had 
attained,  in  effecting  payments  with  the  accus- 
tomed regularity,  as  well  as  by  materially  dimi- 
nishing,  if  not  entirely  checking  the  progress  of 
all  improvements.  It  may  also  cause  great  in- 
convenience to  the  mercantile  world,  by  oblig* 
ing  them  to  dispose  of  their  goods  to  disadvan* 
tage  from  a  want  of  the  customary  discounts, 

This    forced    contraction  of   the  currency 
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would,  in  fact,  be  virtually  raising  the  standard 
measure  of  value,  if  it  should  continue  long 
enough  to  effect  a  reduction  of  prices.  It  woulci 
not  be  a  fall  of  price  from  the  supply  of  com- 
modities, or  of  any  particular  commodity  be- 
coming greater  than  the  demand,  but  from  an 
increase  of  value  or  power  being  communicated 
to  the  measure  by  which  they  had  till  then  been 
estimated;  therefore  it  seems  clear,  that  this  re-r 
duction  of  price  could  not  be  of  any  advantage 
to  the  merchant,  as  has  been  supposed;  because 
though  he  would  pay  nominally  less  for  the 
articles  of  his  export,  yet  the  money  would  be 
just  so  much  more  valuable  in  proportion,  and 
the  prices  in  the  home  market  for  his  importa- 
tions would  be  equally  less,  whilst  he  only  gets 
the  same  prices  abroad  as  before;  nor  wpuld  it 
be  advantageous  to  any  class  in  the  country  but 
those  of  fixed  incomes,  and  creditors  in  general, 
whilst  all  debtors  must  be  grievously  oppressed, 
taxes  more  severely  felt,  &c.  In  short,  many 
of  the  evils  arising  out  of  the  return  from  a  de- 
preciated to  a,  sound  currency,  would  be  added 
to  those  Attendant  upon  a  dearth  of  the  necessary 
quantum  of  circulating  rnedium,  without  any 
possibility  of  relief  from  the  extension  of  credits 
or  private  paper,  these  being  rather  liable  to  cur- 
tailment, from  the  general  embarrassment  that 
must  ensue.  Under  such  circumstances  it  may 
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be  said,  that  the  Bank  of  England  should  feel  it 
SL  matter  of  duty  to  the  public,  to  extend  its 
issues,  or  at  least  to  support  their  amount;  but 
even  if  the  Bank  acted  with  this  disinterestedness, 
which  perhaps  might  justly  be  expected  within 
certain  limits,  accommodation  at  such  great 
individual  loss  must  necessarily  be  of  very  short 
duration,  otherwise  that  valuable  establishment, 
that  main  stay  of  the  circulation  and  credit  of 
the  country  might  be  endangered. 

There  is  no  country  in  the  world,  where  so 
much  ingenuity  is  displayed  in  economising 
money  as  a  medium  of  exchange  as  in  England. 
Improvement  in  this  particular  has  kept  pace 
with  the  extension  of  our  commerce  and  agricul- 
ture, and  general  wealth.  Were  it  otherwise, 
such  progress  and  exertions  as  we  have  made 
would  have  been  impossible.  But  credit  and 
confidence  being  the  great  foundation,  and  the 
legitimate  progressive  expansion  of  the  circu^ 
lating  medium  being  of  the  highest  importance 
to  an  increase  of  prosperity,  and  any  undue  con- 
traction, or  any  interruption  of,  or  irregularity 
in  its  course  being  fraught  with  very  injurious 
consequences,  it  seems  of  the  utmost  importance 
to  guard  against  these,  as  far  as  it  is  possible  to 
dp  so  without  incurring  disadvantages  almost 
equally  prejudicial. 
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SECTION  V. 

THOUGH  there  cannot  be  a  doubt  that  eon* 
vertibility  of  notes  into  cash,  and  the  conse- 
quent controlling  principles,  are  the  only  positive 
securities  for  the  preservation  of  the  standard 
measure  of  value,  it  must  also  be  allowed  that 
circumstances  may  arise  which  render  a  rigid 
adherence  to  this  safeguard  impossible,  without 
a  most  injurious  check  to  the  increase  of  pros? 
perity,  and  indeed  without  the  most  destructive 
consequences  to  the  country  in  general. 

Great  embarrassments  from  inveterate  com- 
mercial hostility  and  a  continuance  of  large 
foreign  expenditure,  accompanied  by  occasional 
domestic  alarms,  may  keep  exchanges  so  long 
Depressed,  and  cause  such  runs  on  the  banks, 
as  to  call  imperiously  for  protection. 

Every  reflecting  person  must  admit  that  this 
cannot  be  effectually  afforded  without  destroying 
the  only  criterion  of  a  sound  currency;  and 
^without  abandoning,  or,  in  the  least  objectionable 
mode  that  one  can  conceive,  (which  will  be 
hereafter  explained)  without  essentially  weaken- 
ing the  operation  of  the  true  controlling  princi- 


pies.  It  is  evident  that  I  allude  to  a  restriction 
of  cash  payments.  In  this  case,  the  increase 
of  bank  notes  should  only  be  in  substitution  of 
the  gold  withdrawn,  and  to  supply  such  a  pro- 
gressive augmentation  of  the  currency  as  would 
have  been  required  had  cash  payments  continued. 

This  became  necessary  in  1797>  and  was 
adopted.  That  necessity  by  no  means  dimi- 
nished, but  rather  kept  increasing  up  to  the  ter- 
mination of  the  war.  And  if  any  serious  evil  has 
arisen  from  the  defensive  measure  that  was  de- 
termined upon,  which  however  seems  very  doubt- 
ful, the  advantages  have  been  much  more  than  a 
counterpoise;  we  certainly  had  to  choose  between 
two  evils;  and  I  cannot  but  think  we  chose  the 
least ;  this  is  the  most  that  can  be  said  in  favour 
of  the  bank  restriction. 

Our  only  security  against  a  very  prejudicial 
depreciation  of  the  currency  from  excess  has 
existed,  not  in  any  direct  controlling  principle, 
but  in  some  indirect  ones,  which  have  been 
found  tolerably  efficacious  in  practice;  namely, 
the  character  of  the  directors  of  the  national 
bank,  which  is  not  only  individual,  but  stamped 
upon  that  great  body  by  their  virtual  responsi- 
bility to  the  public;  the  publicity  of  their  con- 
cerns; the  vigilant  observance  of  parliament  ^ 
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the  uncertainty  of  the  continuance  of  the  reside* 
tion,  as  happily  there  was  and  always  will  be, 
such  a  conflict  of  opinion  on  the  subject;  the 
circumstance  of  most  of  the  directors  being 
commercial  men,  of  course  interested,  generally 
speaking,  in  maintaining  the  currency  in  a  sound 
state;  and  a  conviction  on  their  part,  that  any 
attempt  to  push  their  issues  evidently  out  of 
measure,  would  render  it  almost  impossible  to 
prolong  the  restriction,  even  were  a  government 
sufficiently  impqlitick  to  countenance  such  a 
proceeding. 

Over  country  banks  few  of  these  circumstances 
have  any  operation,  except  that  of  uncertainty 
as  to  the  limit  of  the  restriction,  which  of  course 
must  have  some ;  but  there  are  other  considera- 
tions which  act  as  restraints ;  namely,  the  liability 
to  give  Bank  of  England  notes  in  exchange  for 
their  own,  or  bills  upon  London;  though  it  must 
be  admitted  that  the  effect  of  the  former  has 
been  considerably  weakened,  by  the  confidence 
in  notes  of  country  banks  being  carried  so  far, 
as  to  create  often  a  preference  in  their  favour 
from  the  non-rejection  of  forgeries,  which  also, 
owing  to  their  limited  circulation,  are  more  easily 
detected,  and  consequently  less  frequent.  * 

*  This  remark  chiefly  applies  to  the  possibility  of  kee-p- 
lng  notes  in  circulation  without  sufficient  capital  -,  and  it  is 
not  inapposite  here  to  remark,  that  there  is  a  wide  distinc- 
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Again,  the  difficulty  of  supporting  an  increase  of 
local  prices,  beyond  the  legitimate  one  that 
arises  out  of  the  proportion  between  supply  and 
demand,  and  the  enhancement  of  the  value  of 
the  supply  owing  to  the  distance  from  which  it 
is  alone  attainable,  &c.  &c.;  the  failures  neces- 
sarily consequent  upon  improvident  discounts 
and  accommodations,  and  upon  wild  specula- 
tions; also,  the  certainty  always  hanging  over 
them,  that  the  moment  their  credit  is  the  least 
impeached,  or  indeed  when  that  of  any  bank  in 
their  connection,  or  even  in  their  vicinity  is 
affected,  immediate  runs  will  be  made  upon 
them  for  Bank  of  England  notes.*  Thus,  then, 
each  country  banker  must  always  keep  a  certain 
quantity  of  such  notes  by  him. 

The  joint  effect  of  all  the  foregoing  consi- 
derations cannot  fail  to  have  a  great  restrictive 


tion  between  issues  being'  excessive  from  want  of  capital  to 
support  them,  and  that  excess  which  implies  depreciation  of 
the  standard  measure  of  value  5  the  one  is  personal,  the 
•other  general. 

*  The  restrictive  influence  of  the  obligation  to  give 
Bank  of  England  notes  in  return  for  their  own,  appears 
most  decisively  when  runs  take  place  on  country  banks. 
Then  they  are  under  the  necessity  of  being  provided  with 
an  ample  stock  of  such  notes  $  and  indeed  they  must  be  so 
in  trood  time,  that  is  .upon  the  iirat  apprehension  of  a  run. 
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influence  on  the  Bank  of  England,  as  well  as  on 
all  other  banks,  and  though  far  from  equal  to 
the  security  in  cash  payments  against  excessive 
issues,  yet  it  is  by  no  means  inconsiderable.  In 
fact,  however  defective  and  inferior  the  theory, 
yet  the  practical  effect  of  the  restriction  seems 
to  have  been  much  less  prejudicial  than  might 
have  been  justly  apprehended;  therefore  it  is 
admissible  to  conclude,  that  the  indirect  restraints 
with  which,  under  such  adverse  circumstances, 
you  are  obliged  to  be  satisfied*  are  not  so  inef- 
fectual as  might,  at  first  sight,  be  supposed; 

Several  essential  facts  combine  to  establish 
the  prudent  conduct  of  the  Bank.  In  1800-1, 
exchanges,  which  had  been  generally  favourable 
since  the  restriction,  fell,  owing  to  the  great  im- 
portation of  corn,  and  gold  rose  considerably  :• — 
1803  to  1807  inclusive,  the  exchange  was  favour- 
able, and  gold  fell  in  price  again.  Towards  the 
end  of  1808,  and  in  1809,  the  exchange  was 
Suddenly  much  depressed,  continued  falling,  and 
gold  rose  very  much  above  the  mint  price. 
Now  unless  it  can  be  shewn  that  there  was  such 
an  extraordinary  increase  of  bank  notes  that  year 
as  to  cause  this  sudden  depression  of  the  ex- 
change and  high  price  of  bullion  by  depreciating 
the  currency,  (which  was  not  the  case  however) 
it  is  fair  to  attribute  these  to  the  revolutionary 
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hostilities  against  our  commerce  which  then  took 
place,  arid  to  the  interruption  of  that  with 
America,  &c.  The  fluctuations  in  the  price  of 
gold  upon  the  close  of  the  war,  compared  with 
the  bank  issues,  as  detailed  in  my  former  pamph- 
let, deserve  particular  notice.  Also  the  in- 
creased amount  of  their  notes  never  having  ex- 
ceeded, on  an  average,  half  the  gold  in  the  coun- 
try before  the  restriction  took  place;  which 
amount  of  gold  may  easily  be  supposed  to  have 
been  employed  before  the  restriction  in  the 
deposits  of  the  Bank  of  England,  and  of  country 
banks  and  private  bankers,  and  in  the  London 
circulation.  Now  though  the  Bank  of  England 
has  no  occasion  to  keep  any  of  its  own  notes  in 
deposit,  yet  the  country  banks  and  private 
bankers  do  so;  and  these  notes  supplied  also 
the  place  of  all  the  gold  circulation  of  London, 
as  well  as  a  part  of  that  of  the  country.  When 
the  exchanges  fell  in  1808-9?  and  bullion  rose, 
the  amount  of  Bank  of  England  notes  was  about 
nineteen  millions.  When  exchanges  became 
favourable  in  1815,  and  bullion  fell  much  in 
price,  the  amount  of  notes  was  about  twenty- 
seven  millions ;  almost  a  decisive  proof  of  their 
not  having  formerly  caused  the  depression. 
Also  it  should  be  remarked,  that  though  the 
gold  coin  disappeared,  yet  other  stock  of  dif- 
ferent kinds  replaced  the  full  amount ;  thus  no 
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part  of  the  capital  of  the  country  has  been  lost ; 
it  has  not  been  an  exchange  of  real  for  ficti- 
tious capital,  as  many  have  said;  on  the  contrary, 
it  has  just  been  the  means  of  rendering  so  much 
more  capital  productive,  which  before  merely 
performed  the  office  of  circulator* 

It  is  important,  with  reference  to  the  general 
subject,  here  to  remark,  that  during  the  conti- 
nuance of  paper  currency  gold  in  the  market 
partakes  more  of  the  nature  of  other  commodi- 
ties, at  least  as  soon  as  gold  coin  disappears  ; 
because  there  is  no  longer  that  struggle  on  the 
part  of  the  currency  to  keep  down  its  price  by 
contraction  ;  therefore  the  market  price  of  gold 
must,  generally  speaking,  be  higher  under  a  re- 
striction than  in  cash  payments.  If  ever  it  is 
lower  in  proportion  than  other  commodities,  that 
must  be  owing  to  a  diminution  of  the  demand ; 
this  may  happen,  because  in  a  restriction  of  cash 
payments  the  demand  for  gold,  if  none  is  wanted 
to  send  abroad,  must  be  very  limited :  thus  then 
it  is  still  distinguished  from  other  commodities  ; 
and  a  further  distinction  remains,  namely,  that 
it  never  can  continue  long  below  a  certain 
price,  viz.  that  of  the  mint,  because  it  would 
then  be  converted  into  coin. 

Although  it  may  be  evident  that  an  increas- 
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ing  market  price  of  gold  is  the  effect  of  extra- 
neous causes,  yet  as  this  must  be  gradual,  and 
its  duration  may  not  be  sufficiently  long  to  pro- 
duce very  injurious  effects,  you  would  say,  con- 
sidering the  question  abstractedly,  that  protec- 
tive measures  ought  not  to  be  adopted  hastily, 
because  none  can  be  conceived  that  are  not 
liable  to  serious  objections.  But  as,  practically 
speaking,  the  subject  must  be  considered  with 
all  its  complicated  references  to,  and  effects 
upon  foreign  and  domestic  credit,  it  becomes  a 
serious  question,  whether  it  might  not  be  more 
advisable  to  meet  the  evil  in  time,  when  you  see 
that  its  approach  is  inevitable  or  nearly  certain, 
than  to  wait  till  it  has  worked  much  mischief, 
and  put  the  safety  of  the  financial  concerns  of 
the  empire  to  hazard ;  then  it  has  the  appear- 
ance of  a  struggle  to  support  a  tottering  system, 
and  great  alarm  and  diminution  of  confidence 
must  be  the  consequence  for  a  time ;  whereas, 
if  the  restriction  of  cash  payments  were  a  matter 
of  course  upon  the  breaking  out  of  war,  when 
circumstances  are  likely  to  arise  which  produce 
a  permanent  effect  on  the  market  price  of  gold, 
independently  of  the  state  of  the  currency,  the 
adoption  of  such  a  measure  could  not  be  con- 
sidered as  a  sign  of  financial  weakness  and  em- 
barrassment. 
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The  continuance  of  the  first  suspension  might 
be  limited  to  two  years,  renewable  or  dissolvable 
by  Parliament  at  the  expiration  of  that  term  j 
and  every  prolongation  might  only  be  for  a  simi- 
lar period;  with  a  provision,  however,  that  a 
like  period  should  be  the  least  notice  given  for 
the  resumption  of  cash  payments  whenever  that 
should  be  judged  proper,  and  that  this  even  then 
should  take  place  gradually;  the  gradation  being 
more  or  less  rapid  in  proportion  to  the  time  that 
the  restriction  had  lasted.  Thus  you  would  in- 
crease those  invaluable  checks  of  a  conflict  of 
opinion,  (as  there  ever  must  be  a  variety  of  sen- 
timents on  the  subject),  and  of  the  uncertainty 
of  duration.  The  necessity  of  a  gradual  resump- 
tion of  cash  payments,  I  mean  not  only  due 
notice  of  it,  but  that  the  gold  circulation  after 
the  expiration  of  such  notice  should  be  intro- 
duced by  degrees  is  evident,  in  order  not  only 
that  the  Bank  of  England  but  all  other  banks 
may  provide  themselves  with  their  proportion, 
without  an  elevation  of  the  market  price  from 
too  sudden  an  increase  of  the  demand,  or  with- 
out a  greater  exportation  of  commodities  for 
the  purpose  of  procuring  gold  than  the  foreign 
markets  will  bear ;  this  might  not  only  induce 
a  sacrifice  very  injurious  to  the  Bank  of  Eng- 
land, but  likewise  become  equally  so  to  the  ge- 
neral commerce  of  the  country ;  the  evil  of  a 
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paper  currency  (and  I  must  ever  think  that  it  is 
one)  might  then  be  aggravated  by  too  great  pre- 
cipitancy in  its  correction. 

Were  unlimited  cash  payments  to  be  re- 
sumed now,  it  is  presumable  that  a  greater 
stock  of  gold  would  be  required  than  before  the 
restriction,  though  not  quite  in  proportion  as 
the  employment  for  currency  has  increased,  be- 
cause great  progress  has  been  made  in  cecono- 
mising  its  use. 

That  no  restriction  ever  took  place  before 
may  be  owing  to  there  never  having  been,  since 
the  establishment  of  the  Bank,  such  commercial 
hostility  directed  against  this  country,  such 
alarms  from  internal  commotions  and  threats  of 
invasion,  so  long  a  continuance  of  immense  fo- 
reign expenditure ;  and  our  circulation  had  pos- 
sibly reached  the  utmost  verge  of  the  supply  of 
precious  metals,  supposing  this  to  meet  with  no 
interruption,  and  no  more  of  these  being  re- 
quired for  the  currency  of  foreign  countries 
than  previously  to  the  general  shock  which  was 
given  to  confidence  all  over  the  Continent,  first 
by  the  French  revolutionary  wars  and  system, 
and  subsequently  by  Bonaparte's  conquests  and 
confiscations.  In  the  Seven-years  and  American 
wars  there  was  little  commercial  hostility  exer- 
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cised,  if  any  ;  the  foreign  expenditure  was  trif- 
ling comparatively  speaking  ;  their  duration  not 
above  a  third  of  the  late  war ;  no  shock  to  cre- 
dit and  confidence  had  been  given  by  the  influ- 
ence of  revolutionary  principles  ;  no  such  gene- 
ral devastation,  and  tyrannical  exactions  hurled 
over  the  continent  as  we  have  witnessed ;  no  se- 
rious apprehensions  in  this  country  of  internal 
commotions,  or  of  invasion ;  consequently  no 
cause  for  a  suspension  of  cash  payments.  A 
comparison  therefore  of  those  periods  with  that 
of  the  late  war,  for  the  purpose  of  inference  rela- 
tive to  the  price  of  gold  and  exchanges,  is  not 
just. — Moreover,  it  should  be  considered,  that 
the  marked  extension  of  our  manufacturing 
system  only  commenced  about  1776 ;  the  aug- 
mented progress  was  less  rapid  at  first  than  it 
became  some  years  after ;  the  increase  of  com- 
merce was  proportionate ;  these  circumstances 
could  not  but  require  and  occasion  a  great  in- 
crease of  circulating  medium,  and  of  banks  to 
supply  a  proportionate  currency,  which  of  course 
augment  in  a  great  degree  the  evil  consequences 
of  any  shock  to  credit  and  confidence. 

I  cannot  omit  noticing,  in  this  place,  an 
idea  which  was  promulgated  during  the  Bank 
restriction,  and  which  seems  to  me  in  a  great 
measure  erroneous,  namely,  that  there  were  two 
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prices  established,  a  paper  and  gold  price.  Now 
whenever  the  market  price  of  gold  exceeds  the 
mint  price,  it  is  clear  that  a  tradesman  can  af- 
ford to  give  more  goods  for  a  guinea,  than  for  a 
pound  note  and  a  shilling,  because  he  can  sell 
the  guinea,  to  be  converted  into  bullion  or  ex- 
ported as  coin,  for  2%$.  or  23s.  or  more  in  pro- 
portion as  bullion  has  risen ;  but  this  cannot 
justly  be  called  the  general  establishment  of  two 
prices;  it  is  nothing  more  on  the  part  of  such 
tradesmen  than  a  traffic  in  gold,  and,  as  the  law 
stands  now,  an  illicit  one,  in  which  but  few  en- 
gage ;  at  best  therefore  it  is  but  an  exception, 
and  can  only  be  considered  in  that  light. 

Though  I  am  by  no  means  an  advocate  for 
paper  currency  in  opposition  to  a  metallic  one, 
I  do  not  deny  that  it  has  some  advantages  : 

1st.  Keeping  the  currency  free  from  sudden 
contractions. 

2d.  Securing  the  great  fountain  of  cur- 
rency against  ruinous  runs. 

3d.  Keeping  so  much  more  capital  active, 
just  in  fact  as  much  more  as  the  amount  of  gold 
that  would  otherwise  be  in  circulation. 

Another  advantage  attributed  to  it  by  an 
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author  of  great  merit  is  I  think  far  overrated,  if 
not  quite  null,  namely,  "  the  facility  with  which 
it  may  be  altered  in  quantity,  thus  attaining  the 
desirable  object  of  keeping  money,  as  far  as  pos- 
sible, at  an  uniform  value  securely  and  cheaply.'* 
These  are  his  own  words.  Now  I  can  conceive 
no  other  practicable  mode  of  positively  securing 
the  standard  measure  of  value  unaltered,  than  the 
convertibility  of  that  paper  which  is  requisite 
for  its  multiplication ;  nor,  as  long  as  the  market 
price  of  gold  is  not  affected  by  any  thing  but  the 
state  of  the  currency,  can  I  see  any  impediment 
to  the  contraction  or  expansion  of  this  in  due 
proportion  to  the  wants  of  the  country. 

That  a  resort  to  paper  currency  may  be  ne- 
cessary in  extreme  urgency  I  am  ready  to  ad- 
mit; indeed,  circumstances  may  make  such  a 
protection  indispensable.  But  abandoning  the 
only  criterion  of  the  sound  state  of  the  currency, 
and  the  only  real  safeguard  against  depreciation 
by  excess,  and  substituting  indirect  restraints  for 
direct  control  in  a  matter  of  such  vital  import- 
ance, must  in  my  opinion  be  imposed  by  neces- 
sity before  it  can  admit  even  of  deliberation  ; 
at  the  same  time  every  person  must  allow,  that 
the  possible  disadvantages  of  such  a  measure  are 
in  a  great  degree  counterbalanced  by  the  bene- 
fits I  have  just  mentioned. 
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The  supporters  of  the  Bank  restriction  have 
in  general,  1  think,  gone  a  great  deal  too  far, 
and  in  their  zeal  have  endeavoured  to  prove  too 
much.  As  I  have  already  expressed  a  general 
dissent  from  several  of  their  favourite  doctrines, 
it  may  not  be  misplaced  to  look  at  some  of  the 
most  prominent  a  little  more  closely. 

One  is,  that  good  substantial  bills  cannot  be 
discounted  to  excess,  and  that  commerce  cannot 
be  pushed  too  far.  This  seems  specious  at  first 
sight,  but  any  thing  whatever  that  occasions  an 
excess  of  currency,  or  in  other  words  a  depre- 
ciation of  the  standard  measure  of  value,  must 
be  pernicious  in  its  effects  upon  the  country  in 
general. 

Discounting  for  short  dates  certainly  gives  a 
bank  the  best  command  over  its  issues  j  and 
whenever  a  discounted  bill  is  withdrawn,  an  ad- 
ditional contraction  of  the  circulating  money 
takes  place  by  the  amount  of  interest  paid  in  ; 
but  this  is  no  security  whatever  against  discount- 
ing to  excess;  because  this  periodical  return  of 
bank  notes  to  those  who  issued  them  on  dis- 
count, and  this  additional  contraction  may  be 
operating  upon  a  currency  already  excessive, 
and  the  interest  paid  on  the  discounts  may  be  a 


72 

very  insignificant  portion  of  that  excess,  and 
immediately  sent  out  again  into  circulation,* 

The  limitation  supposed  to  exist  in  the 
quantity  of  money  that  every  individual  may 
be  inclined  to  keep  by  him,  is  extremely  vague. 
Undoubtedly  few  people  would  wish  to  keep 
more  by  them  than  their  current  occasions  may 
require ;  the  banker,  to  answer  the  average 
daily  amount  of  bills  presented  to  him  for  pay- 
ment ;  the  merchant  for  similar  calls,  and  the 
ordinary  course  of  his  transactions  ;  all  other 
people  in  business  the  same;  the  government 
offices  likewise;  and  private  individuals  for  their 
current  money  payments.  But  may  not  all 
these  occasions  be  greatly  increased  in  their 
amount  by  depreciation  from  excess,  and  conse. 
quent  augmentation  of  prices,  the  means  of 
meeting  which  have  been  growing  with  the  de* 
preciation,  except  in  cases  of  fixed  incomes  ? 

*  A  hesitation  on  the  subject  of  the  profits  derived  from, 
government  balances  was  not  very  wise,  because  the  fact  is 
so  obvious.  As  taxes  are  paid  into  the  Exchequer  in  bank 
notes,  these  are  carried  to  the  Bank ;  thus  the  Bank  with- 
draws notes  from  circulation  without  giving  up  the  secu- 
rities on  which  such  notes  had  been  issued,  and  immediately 
sends  forth  new  notes  on  fresh  securities,  in  proportion  ta 
the  current  average  of  the  balances. 
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Another  idea  of  the  same  author  seems 
equally  erroneous;  namely,  that  a  country 
banker  cannot  issue  more  notes  than  will  replace 
the  specie  and  notes  of  former  banks  already 
circulating  in  the  same  district;  were  this  the 
case,  how  would  a  legitimate  rise  in  prices  be 
met  by  a  corresponding  augmentation  of  money? 
How  could  the  necessary  accommodation  or  dis- 
count be  granted  for  solid  improvements  ?  More- 
over, it  is  certainly  possible  that  a  country  bank 
may  make  improvident  advances  in  support  of 
loose  speculations  for  a  time,  though  the  occa- 
sional severe  correction  would  be  its  insolvency. 
Also  excessive  advances  might  be  made  for  an 
extravagant  annual  expenditure  of  capital,  the 
Bank  receiving  the  best  security,  for  example 
the  pledge  of  an  estate  upon  very  advantageous 
terms,  a  profitable  annuity,  &c.  &c, 

The  proposal  too  for  a  more  "  ceconomical 
currency,"  appears  to  me  very  objectionable, 
namely,  "  that  the  circulation  should  be  paper, 
but  that  the  Bank  should  always  be  obliged  to 
purchase  gold  at  '£  3.  IJs.  per  ounce  whenever 
offered,  and  to  sell  it  in  exchange  for  their  paper 
at  £3.  17,9.  10  ^d.  in  neither  case  less  than  20 
ounces."  The  mint  and  market  price  of  gold 
might  thus  be  kept  equal,  but  this  would  no 
longer  be  the  criterion  of  the  state  of  the  cur* 
rency.  The  Bank  would  be  but  little  called 
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f^  upon  in  ordinary  times  for  uncoined  gold;  even 
if  it  were  so,  that  establishment,  profiting  by  QX- 
\\  M^  y  cessive  issues^  might  afford  to  sell  bullion  under 
^  ^  what  it  had  "cost  them  ;  and  the  chief  direct 
restraint  being  removed,  as  well  as  some  of  the 
s\  indirect  ones,  the  country  banks  might  commit 
great  excesses  ;  neither  would  there  be  any  secu- 
rity for  the  Bank  of  England  paper  being  a  strict 
multiplication  of  the  standard  measure  of  value; 
nothing  can  ensure  this  positively  but  the  cur- 
rency  being  constantly  referable  to  the  founda- 
tion  of  its  intrinsic  worth,  as  has  been  fully  ex- 
plained. The  price  of  gold  would  in  this  case 
have  nothing  to  do  with  the  currency,  for,  as 
has  been  already  shewn,  it  is  not  acted  upon  in 
the  market  exactly  in  the  same  general  manner 
that  other  commodities  are  ;  and  if  it  were,  the 
obligation  of  the  Bank  to  sell  and  purchase  at 
the  mint  price  would  prevent  this  from  appear- 
ing.  I  must  therefore  presume  to  differ  from 
the  very  ingenious  author  of  this  plan,  notwith- 
standing his  great  experience  and  well-known 
ability.  I  own  he  has  not  convinced  me  that  a 
paper  currency,  in  any  imaginable  shape,  is  free 
from  objections  of  the  strongest  nature,  and  con- 
sequently never  to  be  adopted  but  to  obviate 
evils  of  greater  magnitude, 

The   same   author  says,   in  allusion   to   the 
variations  which  occasionally  take  place  in  the 
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price  of  the  precious  metals,  "If  any  other  com- 
modity less  variable  could  be  found  it  might 
very  properly  be  adopted,  provided  it  had  all 
the  other  necessary  qualities,"  &c.  But,  I  will 
take  leave  to  observe  that  similar  variations  must 
necessarily  attach  to  whatever  substance  forms 
the  general  measure  of  value,  as  will  plainly 
appear  upon  a  close  investigation  of  their  causes. 


SECTION  VI. 

I  WILL  now  notice  two  or  three  points  which 
have  some  relation  to  though  not  directly  con- 
nected with  this  part  of  the  subject. 

A  common  opinion  is  that  gold  will  always 
find  its  level ;  indeed  this  is  considered  by  some 
as  an  axiom ;  I  am  afraid  it  may  appear  presump- 
tuous to  refuse  implicit  assent  to  the  great  au- 
thorities who  have  made  use  of  this  metaphor, 
in  illustration  of  the  principle  which,  as  they 
supposed,  tends  constantly  to  an  equalization  of 
the  value  of  gold;  but  I  will  venture  to  offer  my 
reasons  for  holding  this  doctrine  liable  to  several 
exceptions  at  least,  if  not  entirely  erroneous. 

The  supply  of  gold  is  gradually  distributed 
over  Europe  for  the  purposes  of  currency,  &c. 
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by  the  intervention  of  commerce,  and  propor- 
tionately to  the  wants  of  each  particular  country. 
That  country  which  has  the  greatest  stock  of 
raw  and  manufactured  exportable  produce,  and 
excels  in  commercial  powers,  can  of  course  the 
more  readily  command  whatever  supply  of  gold 
it  may  require,  and  at  the  easiest  rate,  because, 
generally  speaking,  their  exchanges  will  be  rather 
favourable  than  otherwise,  and  nothing  is  plainer 
than  the  flux  and  reflux  of  gold  according  to 
the  variations  of  exchange;    but  this  ebb  and 
flow  of  the  golden  tide  cannot  be  termed  a  ten- 
dency to  find  a  common  level.     In  case  of  un- 
favourable exchanges  for  example,  as  soon  as 
the  depression  is  below  the  cost  of  transit,  or  if 
the  foreign  market  is  fully  stocked  with  such 
commodities    as    might   otherwise   be  advanta- 
geously exported  in  liquidation  of  the  balance, 
gold  is  purchased  and  sent  abroad  for  that  pur- 
pose; but  this  at  least  cannot  be  properly  termed 
gold  leaving  the  country  because  the  stock  was 
too  great,  and  finding  its  way  to  a  better  market; 
on  the  contrary,  the  natural  effect  of  such  an 
increased  demand  is  to  raise  the  market  price  at 
home;  so  that  gold  becomes  dearer  in  the  coun- 
try remitting  than  in  that  receiving;  still,  though 
the  price  of  gold  thus  rises,  it  is  not  under  such 
circumstances  that  gold  flows  in  notwithstanding 
the  better  price  given  for  it,  but  quite  the  con- 
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trary;  here  then  you  have  gold  dear  when  the 
current  sets  outwards  and  vice  versa,* 

Suppose  again  exchanges  at  par,  or  favour- 
able, and  the  stock  of  gold  in  the  market  hap- 
pening to  be  greater  than  wanted  for  the  sup- 
ply of  the  currency  and  other  purposes,  the 
price  falls  below  the  mint  price,  that  is  below 
the  standard  value  \  this  is  not  restored  by  ex- 
portation. Probably  before  the  fall  is  much 
below  the  cost  of  transit,  the  additional  quantity 
that  will  be  coined,  and  thrown  into  circulation, 
will  have  restored  the  price.  And  as  it  is  well 
known  that  gold  coin  never  can  form  more  than 
a  certain  portion  of  our  circulating  money,  it 
seems  quite  inaccurate  to  say,  that  our  gold  cir- 
culation may  be  so  full  as  not  to  admit  of  in- 
crease; because  in  the  supposition  that  the 


*  Bullion  is  sent  out  of  Spain  not  to  a  better  market  in 
consequence  of  a  depreciation  of  its  value  there  in  currency 
from  excess  j  but  so  much  of  it  as  is  not  wanted  for  the 
purpose  of  currency  or  other  uses  becomes  just  an  article  of 
export,  for  which  to  receive  in  return  other  commodities  of 
use  and  consumption  j  and  it  is  taken  by  the  traders  in 
bullion  of  different  countries  according  to  the  wants  of  each. 
If  a  bank,  for  example,  requires  a  greater  stock  to  support 
an  increased  issue  of  notes,  this  implies  an  additional* call 
for  money,  for  improvements  01  other  uses  already  existing 
or  in  immediate  prospect, 
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general  circulation  is  equal  to  the  wants  of  the 
country,  yet  it  is  clear  that  every  addition  of 
gold  coin  would  be  merely  a  substitute  for  a 
similar  amount  of  paper. 

But  undoubtedly  a  great  cessation  of  home 
demand,  or  an  interruption  to  commerce  will  ren- 
der a  circulation  excessive  that  was  not  so  be- 
fore. Still  the  gold  part  of  it  would  not  and  in- 
deed could  not  lose  its  standard  value.  The  con- 
traction would  take  place  at  first  chiefly  in  the 
paper;  that  would  return  upon  the  banks  in 
proportion  to  the  extent  of  excess,  and  the  first 
effect  might  be  rather  to  raise  than  diminish  the 
price  of  gold,  from  the  necessity  which  many 
banks  might  be  under  of  providing  a  larger  stock 
than  usual  to  support  a  temporary  run.  The  di- 
minution of  demand  for  discounts,  and  the  dete- 
rioration of  securities  for  accommodation,  would 
occasion  a  decrease  of  bank  issues,  and  of  course 
bankers  would  gradually  proportion  the  stock  of 
gold  in  their  coffers  accordingly  ;  but  no  part  of 
this  operation  would  reduce  for  any  time  the 
price  of  gold,  and  send  it  abroad  to  a  better 
market,  for  reasons  already  given  more  than  once 
in  the  course  of  this  discussion. 

It  may  be  asked  how  banks  could  get  rid  of 
superfluous  gold   without  lowering  the  market 


79 

price  ?  Now,  this  being  not  possible  but  for  a 
very  short  period,  as  if  they  did  not  purchase  for 
coinage  others  would,  they  could  not  dimmish 
their  stock  otherwise  than  by  purchasing  produc- 
tive securities,  or  by  selling  it  at  some  loss  to 
those,  who  purchasing  at  a  profit  could  afford  to 
export  it  even  at  the  loss  of  the  transit  expenses, 
and  the  bankers  would  in  a  great  measure  in- 
demnify themselves  by  the  restraint  they  would 
thus  take  off  from  apart  of  their  capital. 

Gold  may  indeed  be  sent  abroad  to  purchase 
commodities  when  our  home  prices-current  are 
very  high  ;  but  this  must  be  limited  by  the  cost 
of  exporting  bullion  or  specie,  and  the  demand 
for  foreign  goods  at  home,  which  must  necessa- 
rily be  such  as  to  make  this  commerce,  on  which 
the  gains  could  only  be  single,  advantageous  ; 
otherwise  it  could  not  be  carried  on. 

I  have  before  remarked  upon  a  mistaken 
notion,  "  that  gold  must  have,  generally  speaking, 
an  equal  value  everywhere."  Moreover,  it  seems 
not  to  signify,  with  relation  to  any  particular 
country,  how  great  the  stock  of  gold  may  be  in 
Europe.  The  quantity  required  for  the  currency 
must  depend  not  only  on  the  particular  wealth  of 
the  country,  and  the  extent  of  public  and  private 
expenditure,  but  also  on  the  degree  of  perfection 
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to  which  (Economising  the  circulating  money  is 
carried.  A  much  greater  quantity  of  gold  there- 
fore may  circulate  in  one  country  than  another ; 
nay,  the  poorer  country,  from  an  inferior  state  of 
credit,  confidence,  and  oeconomy  of  circulating 
money,  may  require  the  larger  quantity  of  the 
precious  metals.  And  these  may  be  more  valu- 
able in  one  country  than  another,  in  proportion 
to  the  difference  of  prices  ;  though,  in  cash  pay- 
ments, the  currency  never  can  be  for  any  time 
of  less  or  more  value  than  that  which  forms  the 
intrinsic  value  of  its  foundation,  unless  by  the 
influence  of  extraneous  causes,  as  has  already 
been  explained. 

Should  low  exchanges  and  great  foreign 
expenditure  continue  long  enough  to  raise  the 
market-price  of  gold  very  much  above  the  ex- 
pense of  transit,  it  might  perhaps  be  imported 
from  countries  where  it  was  not  so  dear,  and 
sold  with  as  great  a  profit  at  home,  or  greater, 
than  any  other  commodity.  But  this  possible 
case  can  only  happen  under  a  restriction  of  cash 
payments ;  and  supposing  our  coin  to  have  dis- 
appeared, because  that  would  otherwise  always 
have  the  advantage,  notwithstanding  the  differ- 
ence between  the  price  of  gold  which  can  be 
sworn  off  -and  that  which  cannot ;  and  indeed  a 
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restraint  upon  such  an  importation  at  any  time 
would  be,  the  limit  already  existing  to  the  pro- 
fitable exportation  of  commodities  implied  by 
the  elevation  of  the  home  price  of  gold,  so  that 
the  profit  of  this  traffick  cannot  be  abstractedly 
measured  by  that  home  price,  but  relatively  to 
the  sacrifice  made  in  procuring  the  article. 

Thus  then  it  seems  clear  that  however  plen- 
tiful  gold  may  be  in  any  country,  the  market 
price  can  never  long  remain  lower  than  the  stan- 
dard value  of  the  currency,  though  it  may  occa* 
sionally  be  elevated  above  this  :  and  that  its  uni- 
form tendency  to  find  what  is  termed  its  general 
level  is  not  a  sound  theory. 

It  is  not  an  uncommon  remark  that  paper 
will  soon  drive  away  gold.  If  the  meaning  of 
this  is,  that  small  notes  of  one  and  two  pounds 
are  more  convenient  than  gold,  I  should  think  it 
liable  to  objection,  because  a  number  of  such 
notes  are  more  cumbersome  than  so  many  gui- 
neas ;  nor  will  the  advantage  to  bankers  of  sub. 
stituting  their  notes  for  gold  be  a  more  satisfac- 
tory solution.  But  the  true  reason  is  to  be  found 
in  the  causes  which  required  the  substitution  ; 
namely  an  extraordinary  demand  for  gold  to  send 
abroad,  and  a  consequent  high  market  price. 
This  by  degrees  will  carry  off  all  the  gold  coin 
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as  the  circulation  would  not  be  replenished  by 
the  banks,  and  it  forms  an  opening  for  them  to 
get  rid  of  the  stock  of  gold  they  might  have  had 
in  their  coffers  at  the  time  the  restriction  was 
imposed  5  it  is  natural  to  suppose  that  they  will 
do  so  ;  and  nothing  would  prevent  the  Bank  of 
England  from  allowing  its  coffers  to  be  complete- 
ly emptied,  but  the  expectation  on  the  part  of 
the  public  that  they  should  always  have  a  supply 
of  gold,  and  the  uncertainty  of  the  period  of  re- 
sumption, consequently  the  necessity  of  keeping 
at  least  the  foundation  of  the  stock  that  would 
then  become  requisite*  Another  cause  of  a  sus- 
pension of  cash  payments  may  be  a  great  inter- 
nal alarm,  and  shock  to  credit  and  confidence. 
This  might  occasion  such  rims  upon  the  banks 
as  to  require  protection  :  and  if  you  suppose  that 
no  great  exportation  was  taking  place  at  the  time 
to  restore  exchanges,  or  for  foreign  expenditure, 
the  gold  being  no  longer  wanted  for  circulation, 
it  would  undoubtedly  be  the  interest  of  the  banks 
to  get  it  sent  abroad  in  commerce  to  make  room 
for  their  notes,  but  the  opportunity  of  substitu- 
tion would  lie  in  the  restriction  of  cash  payments. 

It  is  an  observation  of  a  very  celebrated  au- 
thor that,  "  For  a  century  past  paper  has  been 
succeeding  in  opposition  to  gold."  Surely  this 
cannot  be  an  accurate  expression.  The  gold  in 
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Europe  is  totally  inadequate  to  supply  the  requi- 
site currency  :  the  progressive  increase  of  wealth 
and  expenditure,  or  of  demand  and  supply,  and 
all  pecuniary  transactions,  has  made  it  necessary 
to  multiply  the  standard  measure  of  value  in  pro- 
portion, which  could  only  be  done  by  the  means 
of  paper  ;  but  in  a  sound  state  of  currency  this 
is  only  an  auxiliary  and  not  an  opponent  tf  gold. 

With  a  strict  adherence  to  my  preference  of  a 
convertible  currency,  I  think  it  possible  to  adopt 
a  medium  without  risk  of  depreciation  from 
excess,  and  thus  render  more  capital  active  than 
could  be  so  were  cash  payments  quite  unlimited* 

If  the  two  and  one-pound  notes  of  the  Bank 
of  England,  and  the  latter  of  the  country  banks 
were  alone  convertible,  it  seems  as  if  the  full  ad- 
vantage of  the  criterion  would  be  preserved,  and 
ample  security  against  depreciation  by  excess. 

Under  the  possible  supposition  of  a  too  limited 
issue  of  one-pound  notes  on  the  part  of  country 
banks,  as  soon  as  this  inconvenience  was  per- 
ceived their  two-pound  notes  should  be  render- 
ed convertible  ;  also  if  the  market  price  of  gold 
should  remain  for  any  time  higher  than  the  mint 
price  though  exchanges  were  not  unfavourable, 
and  no  other  extraneous  cause  apparent, 
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The  apprehension  of  this,  and  the  constant 
convertibility  of  the  one-pound  notes  of  the 
Bank  of  England  at  any  bank  wherever  they 
might  be  presented,  would  be  almost  an  absolute 
security  against  any  attempt  on  the  part  of 
country  banks  to  issue  an  undue  proportion  of 
two-pound  notes. 

As  a  further  check  upon  the  country  banks, 
they  should  be  under  an  obligation  to  give  Bank 
of  England  notes  in  return  for  their  own  when* 
ever  demanded ;  and  on  such  occasions,  on  every 
£5.  they  should  give  one  one-pound  note ;  on 
every  £10.  two  of  these  ;  on  every  £20.  four  j 
and  on  every  higher  sum  a  sixth  in  one  pound 
notes  if  required. 

These  provisions  would  increase  their  neces- 
sary proportion  of  gold,  and  give  them  a  greater 
interest  in  the  equality  of  the  market  with  the 
mint  price,  thus  removing  still  further  any  ap- 
prehension, that  the  inferior  liability  to  cash 
payments  might  enable  them  to  support  exces- 
sive issues  in  the  face  of  an  increasing  market- 
price  of  gold,  and  more  fully  securing  constant 
action  and  reaction  of  the  currency  and  bullion. 

As  the  Bank  of  England  would  not  now  be 
under  the  necessity  of  retaining  a  stock  of  gold 
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proportionate  to  the  total  amount  of  their  issues, 
and  as  their  gains  would  be  more  considerable 
than  in  unlimited  cash  payments,  they  might 
justly  be  expected  to  accommodate  the  public 
with  a  loan  at  low  interest,  whenever  it  might 
be  wanted,  and  likewise  to  have  by  them  at  all 
times  a  certain  quantity  of  bullion,  for  the  ac- 
commodation of  the  commercial  men  in  case  of 
temporary  IOWT  exchanges. 

The  foregoing  reasoning  has  applied  solely 
to  gold  because  that  is  our  standard,  though  of 
course  silver  bullion  will  be  considerably  affected 
in  price  by  the  same  causes ;  but  it  may  be  con- 
sidered more  of  a  common  commodity  than  gold, 
in  as  far  as  much  more  of  it  is  used  for  plate  and 
ornaments ;  this  is  certainly  counteracted  in  a 
considerable  degree  by  the  superior  supply  of 
that  metal,  and  by  the  confined  use  that  is  made 
of  it  in  our  circulating  money  ;  however,  it  has, 
generally  speaking,  kept  above  the  mint  price, 
owing  to  the  circumstance  of  its  being  used  more 
as  a  commodity,  and  to  that  of  being  underrated 
with  reference  to  gold  in  our  currency,  in  some 
trifling  degree  before  its  proportion  to  gold  un- 
derwent an  alteration ;  after  that  indeed  the 
effect  would  be  just  the  reverse. 
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SECTION  VII. 

HAVING  discussed  the  general  subject  of  cir- 
culating medium,  and  currency,  we  shall  now 
proceed  to  an  examination  of  the  mode  in  which 
these  expand  in  proportion  to  the  increasing 
demand. 

It  has  been  already  remarked,  that  an  ample 
circulating  medium,  namely  sufficient  for  the 
ready  transference  of  all  commodities,  the  re- 
gular payment  of  all  services,  the  punctual  dis- 
charge of  all  pecuniary  obligations,  the  purposes 
of  commerce  and  all  solid  improvements  what- 
ever, must  evidently  be  essential  to  the  prosperity 
of  the  country.  This  should  be  carried  to  the 
utmost  extent  that  can  be  attained  with  strict 
preservation  of  the  standard  measure  of  value  ; 
and  the  best  provisions  should  be  made  to  com- 
bine ready  expansion  on  the  one  hand,  with 
facility  of  contraction  on  the  other.  These  ad- 
vantages are  united  as  far  as  they  can  be  in  our 
mixed  convertible  currency  (though  it  is  liable 
to  the  imperfections  already  enumerated)  and  in 
our  banking  system. 

The  usual  modes  of  issue  by  the  Bank  of 
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England  are,  discounts,  anticipation  of  taxes, 
loans  to  government,  and  the  purchase  of  ex. 
chequer  bills.  Country  banks  issue  their  notes 
usually  in  discounts  and  accommodation  at 
short  dates,  and  sometimes  in  loans  for  longer 
periods. 

We  will  suppose  that  at  any  given  time  the 
channel  of  circulation  is  full,  and  enquire  what 
calls  for  increase,  and  how  this  is  furnished. 

First,  government  expenditure. 

As  long  as  an  increase  of  this  is  provided  for 
by  additional  taxes,  it  does  not  seem  as  if  any 
augmentation  of  the  general  circulating  medium 
were  necessary.  The  trifling  temporary  addition 
that  may  be  supposed  on  the  part  of  the  Bank  of 
England,  for  payment  of  the  larger  amount  of 
taxes  into  the  Exchequer,  is  counterbalanced  by 
a  correspondent  temporary  substraction  of  cur., 
rency  in  the  country.  The  taxes  are  remitted 
from  the  country  chiefly  in  bills,  which  are  con* 
verted  into  bank  paper  or  gold  in  London,  and 
so  paid  into  the  Exchequer.  But  as  the  money 
with  which  each  individual  pays  his  share  of 
taxes  must  have  been  at  his  command,  and  ap* 
plicable  to  other  purposes  before  such  new  taxes 
were  imposed,  it  would  seem  that  the  quantity 
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diminishes  in  the  country  proportionally  to  the  • 
additional  quantity  that  is  thus  drawn   to   the 
metropolis,  and  which  is  furnished  there  chiefly 
by  the  Bank  of  England  ;  but  this  gradual  in- 
crease on  their  part  can  be  but  small,  as  the 
money  is   paid  into  the  Bank  again  almost  as 
soon  as  received  by  the  government ;  nor  is  the 
country  demand  and  circulation  affected,    gene- 
rally speaking,  but  so  temporarily  as  to  be  al- 
most imperceptible,  because  though  the  more  a 
person  pays  in  taxes  the  less  will  remain  to  him 
for  other  expenditure,  yet  the  money  thus  paid 
is  immediately  reissued  by  government  to  the 
troops  in  various  towns,  to  other  establishments, 
to  manufacturers  and  others  who  furnish  supplies 
in  kind,  &c, ;  that  is  all  these  establishments  and 
individuals  are  authorized  to  draw  on  the  army- 
agents  and  other  offices,  and  their  bills  are  cashed 
by  country  banks.     Here  then  is  so  sudden  a 
restoration  of  demand  and  circulation  that  you 
may  almost  say  they  have  never  met  with  inter- 
ruption ;  and  the  only  portion  that  is  permanently 
withdrawn   from    the    country  circulation    and 
added  to  that  of  London,  seems  to  be  so  much  of 
the  increased  taxation  as  is  expended  immedi- 
ately in  London,  which  must  be  the  measure  of 
permanent  addition  to  the   Bank  of  England's 
issues,  on  the  occasion  of  augmented  revenue 
by  taxation. 
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The  only  exception  to  this  reasoning  lies  in 
such  parts  of  the  increased  taxation  as  would 
otherwise  have  been  left  to  accumulate  as  savings. 
The  bringing  this  into  activity  will  have  some  little 
effect  on  prices,  and  consequently  call  for  some 
permanent  addition  to  the  currency,  beyond  what 
was  before  necessary  to  pay  the  interest  of  such 
sums  for  the  purpose  of  immediate  reinvestment. 
If  the  increase  of  taxation  were  very  moderate 
the  augmented  call  for  currency  would  be 
scarcely  perceptible,  though  regularly  progres- 
sive ;  but  in  the  case  of  so  heavy  a  tax  as  that  on 
property  it  would  of  course  be  more  apparent. 

We  now  come  to  the  government  expendi- 
ture of  capital.  This  is  quite  a  different  thing 
from  that  of  income,  which  must  have  existed  in 
that  shape  before  collected  by  taxation,  at  least 
generally  so,  because  the  payment  of  taxes  out 
of  capital,  properly  so  termed  is  by  no  means  a 
common  thing,  and  only  happens  in  cases  of 
great  individual  pressure,  therefore  it  cannot 
form  a  datum  or  principle  in  any  general  rea- 
soning. 

When  a  loan  is  made,  the  subscribers  furnish 
what  may  strictly  be  termed  capital.  The  stock 
created  renders  that  capital  just  as  productive  of 
interest  to  them  as  before  it  was  lent  to  govern- 
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ment;  so  far  no  demand  for  an  augmentation  iff 
the  general  currency  arises,  though  the  increased 
amount  of  dividends  to  be  paid  by  the  Bank, 
require  of  course  some  addition  to  their  issues. 
This  interest  may  be  averaged  at  £5.  per  cent. ; 
for,  though  much  of  what  is  subscribed  may  in 
the  hands  of  monied  men  have  made  higher  in- 
terest, the  usual  gains  upon  the  omnium  during 
the  period  of  paying  the  instalments,  and  the 
mode  of  making  up  the  whole  sum  of  the  loan 
by  monthly  instalments,  though  full  interest 
upon  it  is  received  from  the  'commencement  of 
the  year,  form  the  compensation.  But  the  great 
additional  call  for  circulating  medium  is  occa- 
sioned by  the  expenditure  of  capital  as  revenue; 
this  has  a  very  complicated  operation  both  direct 
and  indirect;  namely,  the  increase  of  payments 
to  be  effected  in  London  in  contribution  to  the 
loan;  the  circulation  of  this  capital  by  the  go- 
vernment in  payment  of  troops  and  different  es- 
tablishments, and  in  supplies  from  the  commer- 
cial, manufacturing  and  agricultural  classes;  the 
augmentation  of  demand  thus  occasioned  gra- 
dually causes  one  of  supply;  increase  of  prices 
is  the  first  necessary  consequence;  and  when  the 
supply  has  risen  to  the  demand,  still  there  is  just 
so  much  addition  to  the  stock  of  commodities, 
in  the  production  of  which  the  demand  for  labour 
has  risen,  and  encouragement  been  given  to  the 
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increase  of  labourers;  all  those  concerned  in 
furnishing  the  supply  will  have  become  more 
wealthy;  and  their  means  of  individual  expen- 
diture increased,  as  well  as  those  of  extending 
their  concerns,  &c. 

Such  a  portion  of  the  goverment  expenditure 
as  is  foreign,  either  in  payment  of  subsidies  or 
for  the  supply  of  armies  or  establishments  abroad, 
causes  in  its  application  nearly  the  same  effects 
as  if  it  was  domestic,  in  as  far  as  relates  to  cir- 
culating medium ;  because,  generally  speaking, 
the  chief  part  is  transmitted  in  merchandize,  or 
articles  of  use  and  consumption  procured  at 
home;  even  when  bullion  is  transmitted  in  dis- 
charge of  part  of  such  services,  it  is  purchased 
either  in  the  home  market,  or  by  the  inter- 
vention of  commodities  sent  abroad  for  that 
purpose. 

When  the  Bank  furnishes  loans  to  the  go- 
vernment, no  increase  of  bank  issues  takes  place 
merely  on  this  account;  were  that  part  of  their 
funds  not  so  employed,  it  would  be  made  use  of 
in  discounting;  and  though  the  sums  thus  lent 
are  not  returned  at  equally  short  periods  with 
those  employed  in  the  latter  manner,  still  they 
are  thrown  back  into  circulation  immediately  as 
received  by  the  borrower.  The  Bank  always 
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keep  their  funds  as  actively  employed  as  they 
can ;  and  it  seems  quite  inaccurate  to  suppose, 
that  in  addition  they  advance  money  to  govern- 
ment on  loans,  or  in  the  purchase  of  exchequer 
.bills. 

It  may  not  be  amiss  to  remark  here,  that  if 
you  compare  the  Bank  assets,  in  original  capital, 
in  current  surplus  capital  exclusive  of  dividends 
and  bon-usses,  in  extra  loans  to  government,  and 
in  cash  and  bullion,  without  taking  the  deposits 
into  account,  with  their  issues,  you  will  find  that 
the  latter  have  never  equalled  the  former.  I  do 
not  mean  that  this  is  any  proof  of  their  issues 
not  having  altered  the  measure  of  value  by 
excess,  because  solidity  is  no  criterion  on  that 
point;  but  it  is  pro  tan  to  favourable  to  the  credit 
of  that  establishment, 

The  next  call  for  an  expansion  of  the  circu- 
lating medium  is  a  progressive  extension  of  com- 
merce. A  merchant  sees  an  opportunity  of 
augmenting  his  dealings;  that  is  of  increased 
exportation  either  in  his  accustomed  channel  or 
in  some  other  to  which  he  can  gain  access; 
having  assured  himself  of  a  good  home  market 
for  his  returns,  he  makes  use  of  his  credit  for 
obtaining  whatever  money  may  be  required  on 
the  occasion  beyond  his  own  means.  On  the 
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Sale  of  his  return  cargo  he  is  enabled  to  dis- 
charge this  debt  with  interest,  still  retaining  a 
profit  on  the  transaction.*  Now  whence  arises 
the  real  demand  for  a  permanent  increase  of 
circulating  medium  on  this  occasion?  It  is  not 
indicated  by  a  ready  advantageous  disposal  of 
the  additional  commodities  imported,  because 
that  implies  pre-existing  command  of  money. 
But  the  merchant's  increased  profits ;  those  of 
the  owners  of  the  vessels  thus  employed;  of  the 
insurers,  &c.;  of  the  manufacturers  or  others 
who  furnished  the  exports;  the  additional  sti- 
mulus given  to  all  trades  connected  with  the 
merchant  and  manufacturer  directly  and  indi- 
rectly; the  increased  demand  for  labour;  these 
not  only  create  a  greater  command  over  money, 
by  securities  and  credit,  for  commercial  exten- 
sion, manufacturing  improvements  and  others 
connected  immediately  with  trade  and  com- 
merce, but  also  an  increased  supply  of  all  such 
commodities  as  are  the  objects  of  the  growing 
individual  expenditure.  The  influence  that  this 
has  upon  agriculture  it  would  be  superfluous  to 

*  I  am  aware  that  merchants  are  constantly  taking  up 
their  bills  and  receiving  fresh  discounts,  without  thus  wait- 
ing the  event  of  each  particular  adventure  j  but  I  have  stated 
the  transaction  in  this  regular  manner  for  the  sake  of  illus- 
trating the  true  cause  of  an  increase  in  the  circulating  me- 
dium by  extension  of  commerce. 
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dwell  upon.  The  process  is  stated  thus  in  detail 
for  the  sake  of  illustration  to  those  who  may  not 
have  considered  the  subject,  though  of  course 
quite  unnecessary  for  others. 

The  transit  commerce  of  colonial  or  other 
raw  produce  will  call  for  some  permanent  addi- 
tion to  the  circulating  medium  (though  not  in 
an  equal  degree)  from  the  employment  it  gives 
and  profit  it  occasions  to  all  those  concerned  in  it. 

An  increase  of  internal  commerce  and  traffic, 
though  it  also  implies  an  already  existing  com- 
mand of  articles  of  use  and  consumption,  still 
may  be  considered  as  both  cause  and  effect 
equally  with  foreign  commerce.  They  both 
furnish  it  is  true  what  there  is  already  a  market 
for,  but  they  contribute  essentially  to  the  exist- 
ence and  increase  of  the  latter;  thus  gradually 
requiring  an  addition  to  the  circulating  medium, 
and  augmenting  real  securities  and  credit  which 
alone  give  command  over  money. 

But  an  augmentation  to  the  stock  of  com- 
modities is  not  of  itself  a  call  for  an  addition  to 
the  circulating  medium,  unless  it  has  been  oc- 
casioned by  a  real  demand  ;  otherwise  prices  will 
generally  speaking  just  fall  from  the  excess  of 
supply,  and  no  greater  circulating  power  be  re- 
quired than  before. 
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Though  loose,  improvident  commerce  will 
certainly  in  the  first  instance  produce  some  of 
the  good  effects  above  described,  yet  the  losses 
must  far  outweigh  the  possible  advantages,  and 
in  the  most  favourable  view  it  never  can  require 
any  permanent  addition  to  the  circulating  me- 
dium ;  the  failures  and  ruin  which  it  entails 
cause  as  great,  or  perhaps  greater  occasional 
deductions  from  this  than  the  amount  of  addi- 
tions during  its  operation. 

The  manufacturing  and  commercial  classes 
are  so  intimately  connected,  that  an  increase  of 
prosperity  in  one  necessarily  implies  the  same  in 
the  other.  Improvements  in  or  extension  of 
manufactories  must  be  preceded  by  immediate 
or  prospective  vents  for  the  produce.  Any  ca- 
pital in  possession  of  the  manufacturer  that  has 
hitherto  not  been  so  employed,  will  now  become 
active ;  and  if  an  addition  is  wanted,  it  will  be 
acquired  by  credit.  All  this  being  expended  in 
buildings,  machinery,  the  payment  of  more  work- 
men, and  the  purchase  of  raw  materials,  &c.  re- 
quires an  increase  of  circulating  medium  ;  which 
soon  finds  permanent  employment  in  the  addJr 
tional  demand  for  labour,  the  circulation  of  the 
increased  stock  of  manufactured  articles,  the 
augmented  expenditure  of  the  manufacturer 
himself,  and  of  the  principal  tradesmen  who  he 
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has  employed  in  making  his  improvements; 
and  a  part  of  it  perhaps  resumes  in  their  hands 
its  form  of  capital,  as  well  as  in  his  own  by  ac- 
cumulation of  his  gains  after  reimbursement  of 
whatever  he  may  have  borrowed. 

In  theory  it  would  seem  that  a  rise  in  the 
price  of  corn  from  scarcity  would  not  require  any 
addition  to  the  currency,  because  the  consump- 
tion is  proportionably  less ;  nor  a  rise  in  price 
from  the  cessation  of  superabundance;  nor  that 
a  temporary  fall  in  price  from  an  increased  supply 
would  necessarily  occasion  a  contraction  of  cur- 
rency. But  it  is  found  in  practice  that  the  va- 
riations of  price  on  such  occasions  arc  not  con- 
fined strictly  within  those  limits  of  proportion. 
In  scarcity  there  is  a  constant  struggle  to  con- 
sume more  than  the  supply  will  allow,  conse- 
quently a  constant  competition,  which  occasions 
what  may  be  termed  in  this  instance  an  unna- 
tural elevation  of  price,  and  in  superabundance, 
the  growers  of  grain  never  fail  to  overstock  the 
markets,  in  their  anxiety  to  sell  before  the  prices 
sink  lower,  and  thus  produce  an  unnatural  de- 
pression. In  a  scarce  year,  generally  speaking, 
the  farmer's  profits  are  higher,  and  in  a  plentiful 
one  lower  than  the  regular  average. 

Improvements  in  agriculture,  roads,  canals, 
&c.  whether  effected  by  the  application  of  real 
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capital,  or  borrowed  money,  or  such  part  of 
annual  produce  as  would  otherwise  be  laid  by  for 
accumulation,  also  call  for  more  circulating  me- 
dium, as  labour,  machinery,  many  of  the  mate- 
rials and  purchased  manures,  &c.  must  be  paid 
for  in  money.  This  addition  finds  employment 
in  the  circulation  of  the  augmented  produce,  in 
a  permanently  increased  demand  for  labour^ 
payment  of  tolls,  &c»  &c.  and  a  part  of  it  is  ab- 
sorbed in  replacing  the  money  that  was  bor- 
rowed with  interest,  or  restoring  the  capital,  in 
whole  or  in  part,  that  was  expended,  or  it  is 
employed  for  the  purpose  of  further  improve- 
ment. 

Accommodation  not  for  improvements,  and 
the  introduction  of  a  greater  stock  of  commo- 
dities, but  for  the  purpose  of  enabling  persons 
to  withhold  goods  from  market  without  checking 
reproduction,  is  another  call  for  addition  to  the 
currency,  by  an  artificial  rise  of  prices  ;  this  may 
be  necessary  in  a  country  loaded  with  debt,  and 
if  not  carried  to  excess,  the  evils  will  be  coun- 
terbalanced in  a  great  degree  by  the  advantages. 
I  am  now  supposing  accommodation  of  this  de- 
scription to  take  place  occasionally  in  the  agri- 
cultural class ;  when  taxation  presses  very  heavily 
upon  land,  farmers  and  landlords  being  thus  up- 
held, a  greater  vent  for  all  home  and  imported 

11 
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produce  is  established ;  a  greater  spur  to  agricul* 
tural  and  all  other  improvements  ;  a  greater  de* 
mand  for  labour,  &e.  and  a  more  flourishing  uni- 
versal home  market.  These  effects  call  for  an 
augmentation  of  the  circulating  power. 

The  government  expenditure  of  capital,  ex* 
tension  of  foreign  commerce,  improvements  of 
manufactories  and  increase  of  their  produce, 
improvements  in  agriculture  and  the  augmented 
wealth  of  the  agricultural  class,  naturally  occa- 
sion an  increase  of  wealth  in  all  professions  and 
trades,  and  consequently  a  greater  command  of 
and  call  for  money. 

Extravagant  expenditure  of  individuals  be^ 
yond  their  revenue,  will  occasion  in  its  degree 
a  temporary  call  for  an  increase  of  currency, 
but  this  must  cease  with  its  cause  ;  that  is  when 
their  securities  and  credit  are  exhausted ;  and 
the  addition  made  to  the  currency  will  be  in  a 
considerable  degree  absorbed  by  the  accumula- 
tion which  is  simultaneously  taking  place  on  the 
part  of  those  who  this  extravagance  enriches. 

Fluctuations  in  the  price  of  stocks  have  some 
indirect  effect  Upon  the  quantity  of  circulating 
medium.  It  may  indeed  be  justly  said  that  the 
funds  are  a  mode  of  vesting  capital,  and  that 
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must  have  existed  in  some  other  shape  before  so 
applied;  also  that  a  rise  implies  a  command  of 
money  already  existing  on  the  part  of  the  pur- 
chasers ;  but  the  greater  the  elevation  the  more 
valuable  such  capital,  and  the  more  efficacious 
its  employment  in  whatever  mode  it  may  be 
used  when  sold  out ;  a  depression  not  only  im- 
plies, generally  speaking,  a  want  of  money,  but 
the  value  and  efficacy  of  that  species  of  capital 
is  then  diminished. 

Failures  amongst  the  country  banks,  and  a 
temporary  alarm  and  want  of  confidence  may 
call  for  an  increase  of  Bank  of  England  issues, 
as  their  notes  will  be  then  more  in  request  for 
country  circulation. 

From  these  observations  it  is  clear,  that  such 
increase  of  circulating  medium  as  is  occasioned 
by  the  direct  expenditure  of  capital  on  the  part 
of  the  government,  and  depends  upon  a  conti- 
nuance of  this  for  its  employment,  must  be  in 
excess  upon  the  cessation  of  that  expenditure, 
and  remain  so  until  it  may  be  partly  required  by 
extension  of  commerce,  and  the  concomitant 
effects,  and  till  the  remainder  is  gradually  ab- 
sorbed by  the  Banks,  or  otherwise  annihilated 
by  failures  amongst  those,  as  well  as  amongst 
the  drawers  of  private  circulating  bills.  Under 
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such  circumstances  there  is  always  a  great  danger 
of  inconvenience  from  too  much  contraction,  as 
the  sudden  cessation  of  such  an  extensive  de- 
mand, direct  and  indirect,  for  every  description 
of  commodities  and  services,  cannot  fail  to  create 
much  disturbance  in  the  general  course  of  af- 
fairs, and  a  consequent  temporary  check  to  con- 
fidence.* 

SECTION  VIII. 

A  QUESTION  has  frequently  been  agitated 
"  whether  the  government  expenditure  of  a  part 
of  the  wealth  of  the  country,  instead  of  allowing 
it  to  work  its  effects  in  private  channels,  is  not 
injurious."  Now,  setting  aside  all  political  con- 
siderations, let  us  examine  this  point  merely 
with  relation  to  the  increase  of  wealth,  by  the 
application  of  the  money  thus  contributed  in 
the  way  of  taxes  or  loans. 

As  to  the  direct  stimulus  given  to  industry 
by  taxation,  perhaps  there  is  not  much  in  that ; 
but  it  seems  very  doubtful  whether  the  portion 
of  wealth  thus  brought  together,  and  thrown 
out  again  in  more  collected  though  at  least  as 
active  expenditure,  may  not  be  equally  beneficial 
in  its  application,  as  when  left  in  a  dispersed 
state.  When  taxation  becomes  heavy,  the  objec- 

*  A  SUPPLEMENT  to  this  Sec-lion  will  be  found  at  the  end. 
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tion,  of  interference  with  the  accumulation  of 
capital  and  its  employment  in  improvements 
and  reproduction,  appears  at  first  sight  to  have 
more  force ;  but  on  the  other  hand  it  is  a  fair 
question,  whether  the  government  expenditure, 
by  increasing  the  demand  for  most  kinds  of  raw 
produce  and  several  sorts  of  manufactures,  and 
by  all  its  other  direct  as  well  as  indirect  effects, 
may  not  equally  promote  industry  and  improve- 
ments and  the  progressive  augmentation  of 
solid  wealth.  There  are  however  limits  beyond 
which  the  disadvantages  of  taxation  must  greatly 
preponderate. 

We  are  now  led  to  consider  the  application 
of  capital  to  annual  expences,  as  is  the  case 
when  loans  are  contracted.  It  has  already  been 
shewn,  that  this  capital  is  no  sooner  lent  to  go- 
vernment than  it  is  set  free  again  in  the  shape  of 
stock,  to  be  applied  by  the  individuals  as  they 
may  think  fit ;  so  that  the  transfer  is  only  tem- 
porary, and  for  a  very  short  period ;  moreover 
as  it  is  voluntary,  of  course  those  who  subscribe 
to  the  loan  must  consider  that  as  the  most  ad- 
vantageous mode  of  employing  their  money 
which  at  the  moment  presents  itself;  and  if  in 
the  occasional  realization  of  stock,  for  the  pur- 
pose of  applying  their  capital  to  agricultural  or 
other  improvements,  some  depression  should 
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take  place,  the  gains  by  tli3  former  mode  of  its 
application,  and  by  that  in  contemplation  will 
generally  be  an  ample  compensation,* 

This  part  of  the  government  expenditure 
unquestionably  contributes  on  the  one  hand  very 
much  to  the  rapid  increase  of  general  wealth  and 
prosperity,  whilst  on  the  other,  if  continued 
long,  it  is  productive  of  great  permanent  pres- 
sure, from  the  requisite  taxation  to  pay  the  in- 
terest of  the  loans,  and  much  temporary  pressure 
and  inconvenience  upon  its  cessation. 

As  long  as  this  description  of  expenditure 

*  The  whole  national  debt  has  been  held  by  some  very 
enlightened  men  to  be  just  so  much  unproductive  capital. 
By  this  1  suppose  they  mean  that  it  is  §o  many  millions  of 
national  wealth  hanging  in  a  torpid  state  on  the  resources  of 
the  country,  and  fed  by  a  diversion  of  these  in  the  shape  of 
dividends.  But  this  view  seems  by  no  means  accurate,  at 
least  only  in  part.  Such  a  portion  as  is  accumulating  to 
effect  a  gradual  liquidation  of  the  debt,  must  be  allowed  to 
be  employed  in  the  most  advantageous  manner  for  the  gene- 
ral welfare  of  the  state  ;  another  portion,  of  trifling  magni- 
tude perhaps,  belongs  to  foreigners  j  another  no  doubt  is 
appropriated  to  individual  accumulation  j  a  great  part  also 
constitutes  what  are  termed  fixed  incomes,  the  expenditure 
of  which  however  is  of  much  general  use  5  but  still  a  con- 
siderable portion  is  in  constant  active  fluctuation,  and  ap- 
plied to  commercial,  manufacturing,  and  agricultural  ex- 
tension and  improvements.. 
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lasts,  the  great  stimulus  given  to  the  powers  of 
reproduction,  to  improvements  of  all  kinds,  and 
the  consequent  augmentation  of  real  wealth,  en- 
able a  country  to  bear,  without  injury  to  general 
prosperity,  the  necessarily  increasing  quantum 
of  taxation,  provided  always  that  commerce 
continues  to  flourish.  Upon  a  return  of  peace 
the  sudden  diminution  of  demand  will  render  a 
great  part  of  the  supply,  which  until  then  found 
a  ready  vent,  superfluous ;  the  source  of  reno- 
vation being  checked,  the  power  of  supporting 
the  same  weight  of  taxation  must  be  vitally  im- 
paired; therefore  the  immediate  removal  of  as 
great  a  portion  of  the  burthen  as  possible  be- 
comes indispensable. 

But  so  much  solid  wealth  will  have  been 
created  during  the  continuance  of  the  extraordi- 
nary stimulus,  all  the  powers  of  supply  and  re- 
production will  have  been  so  greatly  enlarged, 
that,  after  the  first  struggle  is  surmounted,  ability 
to  meet  the  remaining  taxation  will  return.  The 
cessation  of  so  much  of  the  demand  as  was  oc- 
casioned by  that  portion  of  the  expenditure  di- 
rectly provided  for  by  taxes,  will  be  in  a  great 
measure  compensated  by  their  remission;  and 
those  effects  of  the  annual  expenditure  of  bor- 
rowed capital  which  were  beneficial  will  be  made 
up  for  by  degrees,  actively  by  the  employment 
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in  other  ways  of  what  would  have  been  subscribe 
ed  to  loans,*  and  passively  by  the  cessation  of 
the  inseparable  evil  of  a  correspondent  increase 
of  taxation. 


But  it  may  still  be  necessary  to  resort  to 
artificial  means,  if  the  remaining  taxation  could 
not  be  supported  were  things  left  in  their  natural 
course.  For  example,  as  a  great  proportion  of 
this  falls  on  the  land,  and  cannot  otherwise  be 
provided  for,  it  becomes  indispensable  for  the 

*  It  may  be  said  that  a  part  of  the  subscriptions  to  loans 
was  furnished  by  credit,,  which  some  call  fictitious  capital, 
and  which  is  supposed  to  have  disappeared  upon  a  cessation, 
of  the  necessity   for    its   application  in  this   mode.     But 
whether  money  is  lent  to  government  arising  out  of  surplus 
income,  or  real  capital  existing  already  in  the  funds  or  other 
securities,  or  whether  it  is  raised  for  the  purpose  upon 
credit,  still  it  is  just  so  much  capital  which  the  subscriber  can, 
command  j  and  if  he  did  not  exert  his  credit  to  apply  the  re-r 
suits  in  that  manner,  he  would  do  so  equally  for  commercial 
or  other  pursuits  or  improvements.     A  credit  obtained  im- 
plies, generally  speaking,  solid  security  on  the  part  of  the 
borrower,  or  confidence  in  his  stability.     Now  that  a  great 
interruption  to  affairs  of  this  nature,  a  great  derangement 
in  money  concerns,  &c.  will  curtail  the  extent  of  credit? 
is  certainly  true  j  and  so  far  there  may  be  for  a  time  a  dir 
minution  in  that  species  of  capital  5  but  as  confidence  reT 
Itufns,  and  as  order  is  restored  to  the  general  affairs  of  a 
country,  those  who  could  command  credit  before  on  so^i^ 
grounds  will  resume  that  power. 
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general  welfare,  that  the  price  of  agricultural 
produce  should  be  kept  up  to  the  height  that  is 
necessary  to  pay  all  the  burthens  bearing  upon 
it,  and  at  the  same  time  to  leave  the  agricultural 
classes,  from  the  landlord  downwards,  in  such  a 
state  of  ease  as  to  form  by  their  means  a  flourish- 
ing market  for  colonial  and  foreign  produce  and 
domestic  manufactures.  This  reasoning  applies 
immediately  to  the  present  situation  of  the 
British  Empire,  in  which  the  agricultural  classes 
are  the  main  foundation  of  the  general  home 
market. 

If  the  progress  of  commerce  has  not,  gene- 
rally speaking,  been  checked  during  a  war,  that 
is,  if  it  has  upon  the  whole  been  increasing  as 
much  as  could  have  been  expected  in  peace,  nor 
any  of  the  internal  sources  of  wealth  destroyed, 
or  severely  injured  by  domestic  commotion  or 
foreign  hostility,  it  would  seem  that  the  extra- 
ordinary stimulus  given  to  the  powers  of  repro- 
duction, and  to  solid  improvements  of  every 
description,  must  enable  a  country,  upon  the 
termination  of  hostilities,  to  bear  a  much  greater 
weight  of  taxation,  with  a  facility  equal  to  that 
with  which  it  bore  the  lesser  burthen  before  the 
war  commenced  ;  and  as  commerce  will  neces- 
sarily flourish  and  extend  in  peace,  which  is  its 
natural  atmosphere,  the  wealth  of  a  country  mu^t 
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in  the  long  run  be  progressive  with  the  duration 
of  tranquillity,  and  the  pressure  of  its  burthens 
become  every  year  lighter, 

•  IffTf 

.*  i  The  application  of  these  principles  is  no 
doubt  relative;  the  amount  of  debt  incurred, 
and  the  burthen  imposed  for  liquidation  of  in- 
terest, must  be  closely  compared  with  the  means; 
the  quantum  of  taxation  continued  for  the  peace 
establishment  must  be  referred  to  the  same 
standard;  any  particular  circumstances  at- 
tendant upon  the  past  state  of  commerce,  or  in- 
fluencing its  future  extension,  must  be  carefully 
examined  and  weighed;  and  any  temporary  or 
permanent  measures  of  domestic  administration, 
•that  may  be  necessary  to  carry  the  country  with 
as  little  inconvenience  as  possible  through  the 
shock  inseparable  from  the  transition,  or  to 
enable  it  to  bear  the  remaining  burthens  with 
the  least  prejudice  to  general  prosperity,  should 
Jbe  so  applied,  as  to  lessen  the  operation  of  those 
•evils  that  cannot  be  entirely  avoided,  and  pre- 
vent the  existence  of  others  which  the  natu- 
ral unrestrained  course  of  things  would .  have 
generated,  M> 

*•  -   -,•  0 '  .. ". 

The  measures  1  allude  to  are  immediately 
Relative  to  the  circumstances  of  the  time,  and 
do  not  include  a  sinking  fund;  that  I  consider 
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flS  the  inseparable  concomitant  of  national  debt ; 
#nd  though  its  operation  cannot  be  effectual  till 
it  acts  as  real  surplus  revenue,  though  it  has 
perhaps  no  effect  upon  the  price  of  the  funds  as 
long  as  an  annual  augmentation  of  debt  equal 
in  amount  takes  place,  though  the  advantage  of 
compound  interest  on  borrowed  money  is  null, 
yet  the  formation  of  a  fund  of  sufficient  magnitude 
must  be  gradual;  and  the  various  effects  of  its 
unrestrained  action  when  borrowing  ceases  are 
invaluable;  in  the  mean  time  its  accumulation 
cannot  justly  be  called  injurious,  when  you  re- 
flect upon  the  additional  security  which  it  holds 
out  to  those  who  lend  their  money  for  the  pur/- 
pose of  national  efforts;  the  more  advantageous 
terms  on  which  those  loans  are  consequently 
made  for  the  country;  and  the  great  support 
which  it  affords  to  the  whole  financial  system  ; 
though  it  must  be  allowed,  that  taxation  for  the 
purpose  of  accumulation,  interferes  much  mora 
with  the  resources  of  a  country,  than  if  the 
money  so  collected  were  immediately  reissued 
in  active  expenditure;  but  still  this  evil  is  coun- 
terbalanced by  the  advantages  above  alluded  to, 
What  would  be  the  situation  of  this  country  now 
if  we  had  not  a  powerful  sinking  fund?  And 
how  could  a  fund  of  sufficient  magnitude,  com- 
paratively with  the  amount  of  our  national  debts 
be  formed  but  by  slow  gradation? 
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In  conclusion  of  this  digression  I  will  remark, 
that  nothing  seems  clearer  to  me  than  the  gene- 
ral position,  that,  if  a  country  has  carried  on  a 
long  war  with  increasing  wealth  and  prosperity, 
this  implies  such  innate  strength  and  energy, 
and  such  powerful  means  and  resources,  that 
under  able  management,  and  with  the  applica- 
tion of  judicious  aids,  it  must  be  not  only  equal 
to  provide  in  peace  for  the  remaining  necessary 
burthens,  as  well  as  it  did  for  the  greater  in  war, 
but  gradually  better,  unless  you  can  suppose 
that  all  excitement  to  exertion  is  to  cease, 
whereas,  in  the  progressive  state  of  society  the 
contrary  is  certain, 


SECTION  IX. 

As  the  channel  of  circulation  is  supplied  by 
the  intervention  of  banks  in  all  discount  and 
accommodation,  as  well  as  in  the  activity  given  to 
credit  and  incomes,  and  the  ready  sale  of  com- 
modities being  dependent  in  a  great  degree  upon 
the  banks,  it  is  evident  that  the  number  of  these 
and  the  extent  of  their  issues  must  increase  pro- 
portionably  to  all  the  various  calls  for  aug- 
mentation of  the  circulating  medium.  More- 
over in  the  adoption  of  a  paper  currency  they 
have  to  replace  the  gold  circulation  as  it  gra- 
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dually  disappears,  which  is  another  cause  of 
increase  in  their  number  and  dealings.  But 
as  great  distress  and  injury  accrue  from  the 
failure  of  banks,  they  should  always  be  obliged 
to  prove  that  they  have  a  solid  foundation,  which 
would  materially  lessen  the  evil  effects  of  their 
possible  insolvency,  and  it  would  be  some  check 
on  their  excessive  multiplication. 

It  would  seem  that  the  independence  of 
banks  is  preferable  to  ramifications  from  the 
great  national  one ;  at  least  it  is  evidently  so, 
under  the  plan  which  I  have  proposed,  as  the 
best  mode  of  rendering  as  much  of  the  capital 
active  as  possible,  consistently  with  a  full  secu- 
rity for  the  sound  state  of  the  currency.  The 
check  constituted  in  this  case  by  the  obligation 
to  pay  in  notes  of  the  national  bank  when  re- 
quired, &c.  answers  all  the  purposes  which  could 
otherwise  only  be  accomplished  by  a  more  ex- 
tended gold  circulation  ;  because  were  the  coun- 
try banks  only  branches  of  the  national  one,  all 
two  as  well  as  one  pound. notes  must  be  convert- 
ible. Other  material  objections  are,  that  the  in- 
crease of  capital  required  would  be  too  great, 
the  concern  far  too  extensive  and  complicated 
for  one  establishment,  and  the  liability  to  shocks 
in  the  great  centre  of  circulation  augmented.  If 
full  security  were  required  from  every  country 
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bank,  1  cannot  see  any  necessity  for  altering 
the  present  system.  But  to  allow  these  to  pro-: 
ceed  in  the  loose  manner  that  they  have  done 
hitherto,  is  undoubtedly  objectionable  in  the 
highest  degree ;  it  gives  a  much  greater  open- 
ing  to  wild  speculation  and  heedless  adventure^ 
and  renders  failures  much  more  common,  far 
more  ruinous  to  individuals,  and  embarrassing 
to  the  community,  than  they  could  be  other- 
wise. 

Before  quitting  the  subject  of  Banks  I  will 
say  a  few  words  on  a  point  of  some  consequence, 
immediately  relating  to  the  Bank  of  England, 
The  original  capital  of  from  11  to  12  millions  is 
lent  perpetually  to  government  at  3  per  cent. 
The  fair  profit  to  the  Bank,  to  enable  them  gra- 
dually to  accumulate  capital,  is  from  8  to  9  per 
cent  on  an  average  ;  it  is  therefore  necessary 
that  a  great  portion  of  their  floating  funds  should 
always  be  kept  in  activity,  which  of  course 
limits  the  quantity  of  gold  that  they  can  afford 
to  have  in  their  coffers. 

It  is  advisable  in  cash  payments  to  have  as 
large  a  stock  of  gold  as  possible,  because  on  any 
alarm  or  commercial  difficulty  it  is  necessary  for 
a  time  to  resort  to  more  than  the  customary 
'issue  of  guineas  to  support  the  credit  of  the 
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Holes,  and  the  more  readily  this  is  done  the' 
better,  as  the  shorter  will  be  the  pressure  ;  also, 
for  the  purpose  of  speedily  rectifying  low  ex- 
changes, because  the  rise  in  the  value  of  money, 
which  would  be  the  consequence  of  a  long  con- 
tinued increasing  contraction  for  this  purpose, 
would  be  highly  detrimental  to  the  general  con- 
cerns of  the  country. 

On  the  subject  of  the  surplus  bank  capital,  I 
would  remark,  that  a  mistake  seems  to  have  been 
made  by  a  very  intelligent  author.  He  says, 
that  their  surplus  capital  only  produces  5  per 
cent  interest ;  but  it  must  be  recollected  that 
this  is  a  part  of  the  capital  with  which  they  back 
their  issues,  therefore  first  yielding  5  per  cent  in 
the  shape  of  capital,  and  as  much  more  in  that 
of  notes  issued  on  discount.  You  cannot  reckon 
the  deposits  so,  because  they  may  be  claimed  at 
any  moment.  As  they  are  employed  in  dis- 
counting, and  we  will  suppose  a  part  in  other 
productive  securities  immediately  convertible, 
the  operation  of  paying  them  back,  supposing 
them  all  to  be  claimed  at  once,  would  be  as  fol- 
lows :  The  discounted  bills  would  be  taken  up 
by  their  owners,  and  the  other  securities  turned 
into  bank  notes  ;  the  amount  of  deposits  would 
then  be  paid  off;  and  the  Bank  would  have  the 
same  amount  of  notes  out  at  5  per  cent  as  be- 
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fore,  founded  on  their  own  capital,  because  those 
issued  on  the  deposit  fund  were  in  fact  double 
discounts  with  the  same  notes  ;  these  had  been 
paid  in  as  deposits  without  taking  up  discounted 
bills,  and  were  reissued  on  fresh  discounts.  We 
suppose  the  same  employment  for  notes  as  be- 
fore, because  the  withdrawal  of  the  deposits 
would  have  nothing  to  do  with  these  which 
must  have  been  in  circulation  before  the  depo- 
sits could  be  made  with  them,  and  the  whole 
amount  would  still  be  kept  out,  only  at  a  single 
rate  of  interest,  whereas  before  some  of  them 
were  producing  a  double  rate,  which  constituted 
the  profit  on  the  deposits.— But  if  the  surplus 
should  be  withdrawn,  the  capital  thus  diminished 
could  not  support  the  same  quantity  of  notes. 
This  would  necessitate  a  real  diminution  of  the 
issues,  however  discounts,  &c.  might  be  wanted; 
whereas  the  resumption  of  the  deposits  had  only 
diminished  the  profits  of  the  Bank  in  the  manner 
before  mentioned. 

It  is  further  said  by  the  same  author,  in  his 
remarks  on  the  Bank,  "  that  a  bank  would  never 
be  established  if  it  obtained  no  other  profits  but 
those  from  the  employment  of  its  own  capital ; 
its  real  advantage  commences  only  when  it  em- 
ploys the  capital  of  others."  Surely  this  is  inac- 
curate. Suppose  the  Bank  had  no  deposits, 
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would  it  not  derive  profit  by  keeping  alJ  such 
part  of  its  capital  at  interest  as  did  not  consist 
of  bullion,  and  issuing  notes  on  discount  ?  There 
is  regular  interest  on  capital,  and  additional  in- 
terest accruing  from  notes  sent  into  circulation 
on  the  foundation  of  that  capital.  It  seems  as  if 
the  public  and  private  banker  had  here  been 
considered  the  same.  Certainly  the  private 
banker  derives  his  chief  profit  from  the  capital 
of  others,  but  then  he  does  not  issue  notes  like 
the  public  banker,  and  that  is  the  essential  dis- 
tinction. 


SECTION  X. 

Some  examination  of  the  theory  of  prices 
will  serve  as  an  additional  illustration  of  the  pre- 
ceding observations  in  many  essential  points. 

The  value  of  all  commodities,  whether  arti- 
cles of  use  or  consumption,  consequently  of  all 
property  and  services,  being  measured  by  the 
precious  metals,  the  standard  coin  is  divided  and 
subdivided  for  the  purpose  of  more  ready  appli- 
cation in  detail  to  the  articles  of  the  least  value, 
without  which  arrangement  the  barter,  or  sale 
and  purchase,  or  in  other  words  the  circulation 
of  every  species  of  commodity,  could  not  be 
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carried  on,  nor  could  minute  payments  be  ef- 
fected, and  the  day-labourer,  for  example,  apply 
his  earnings  immediately  in  detail  to  the  objects 
of  his  wants.  Our  guinea  divided  into  a  half 
guinea,  shillings,  sixpences,  halfpence,  and  far- 
things, may  be  compared  to  the  linear  measure, 
with  its  divisions  and  subdivisions  \  therefore 
current  value  or  price  means  just  one  or  more*of 
the  entire  measure,  or  of  any  of  its  component 
parts. 

Much  has  been  written  on  the  natural  value 
of  articles,  and  it  has  been  supposed  to  consist 
entirely  in  the  cost  of  their  production.  Some 
have  contended  that  this  is  alone  referable  to 
the  quantity  of  labour  required  for  that  purpose, 
whether  in  raising  or  extracting  raw  produce,  or 
in  the  process  necessary  to  bring  it  into  a  proper 
state  for  sale.  To  effect  both  those  objects  there 
is  frequently  a  great  expenditure  in  the  applica- 
tion of  other  materials  ;  but  it  will  be  said,  that 
these,  the  aid  of  which  is  thus  required,  have 
also  been  produced  by  labour,  therefore  that  the 
aggregate  sum  of  labour  directly  and  indirectly 
applied  constitutes  natural  value. 

To  prove  this  theory  in  regular  deduction 
we  are  frequently  taken  back  to  the  rudest  state 
of  society.  But  we  will  leave  savages  in  the 
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undisturbed  possession  of  all  their  wildness  and 
irregularity,  without  harassing  them  with  more 
calculation  and  reflection  than  they  seem  willing 
to  encumber  themselves  with.  Indeed,  man  in 
his  savage  state  has  been  so  hackneyed  by  po- 
litical oeconomists,  that  references  to  that  condi- 
tion have  become  almost  ludicrous  ;  it  would 
seem  too,  that  more  pointed  and  apposite  illus- 
tration may  be  drawn  from  a  more  civilised 
state  of  mankind,  when  though  no  medium  of 
exchange  were  yet  generally  introduced,  still  a 
regular  system  of  barter  in  a  great  measure  pre- 
vailed. But  even  then  the  position  that  labour 
alone  constitutes  natural  value  is  not  accurate. 
The  value  of  food,  for  example,  would  not  de- 
pend merely  upon  the  quantity  of  labour  neces- 
sary for  its  production  :  a  flock  of  sheep  require 
little  labour  in  rearing  or  tending,  and  they  may 
be  fed  on  land  in  its  natural  wild  state,  as  they 
are  still  in  fact  in  many  parts  of  the  country. 
Now  the  value  of  these  cannot  be  estimated  by 
the  quantity  of  labour.  The  same  is  the  case 
with  every  other  article  of  food.  An  equal 
quantity  of  labour  will  produce  very  different 
quantities  according  to  the  variations  of  soil  and 
climate,  and  other  local  circumstances  in  the 
same  country,  but  the  general  average  value 
must  necessarily  rise  to  the  greater  cost  of  pro- 
duction, otherwise  that  portion  of  the  supply 
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could  not  continue  long  to  be  produced.  Thus 
suppose  in  one  district,  or  on  one  farm,  a 
certain  quantity  of  labour  produces  only  a 
hundred  quarters  of  wheat,  whilst  a  similar 
quantity  produces  on  another  a  hundred  and 
thirty  quarters,  and  the  whole  is  sold  at  the  cost 
or  natural  value  of  the  former,  it  cannot  be  said 
that  the  exchangeable  value  of  the  latter  is 
relative  to  the  quantity  of  labour  required  for 
its  production*  Again,  what  proportion  does 
the  labour  in  breeding  and  rearing  bear  to  the 
general  value  of  carriage  and  saddle  horses  ? 
and  indeed,  during  a  long  period  which  has 
just  passed,  you  might  have  said  the  same  of 
farming  horses.  Then,  as  to  manufactured 
articles,  the  value  of  the  raw  materials  is  affected 
by  other  circumstances  than  the  labour  in  their 
production  and  delivery  at  the  manufactory; 
taxation,  an  advanced  rate  of  insurance  and 
freightage  in  war,  &c.  ;  and  in  all  cases  profit 
on  capital  must  be  taken  into  consideration, 
that  part  of  the  value  is  not  labour.  Also,  the 
scarcity,  beauty,  or  superior  quality  of  an  arti- 
cle enhance  its  value ;  particular  sorts  of  raw 
materials  are  rare,  and  of  superior  quality,  as 
well  such  as  are  used  in  forming  the  article 
itself  as  others  made  use  of  in  dyeing,  &c.  Dia- 
monds are  generally  rated  out  of  all  proportion 
to  the  labour  bestowed  upon  them.  Gold,  from  its 
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scarcity  and  beauty,  would  always  be  more  costly 
than  silver,  which  is  more  abundant,  and  gene- 
rally considered  less  beautiful,  were  the  labour 
applied  to  each  just  the  same ;  silver  would 
have  a  similar  preeminence  over  some  other 
articles  that  might  not  require  perhaps  less  la* 
bour  in  their  production  for  use. 

Variations  in  wages  must  equally  affect  natu*- 
ral  price  as  if  more  or  less  labour  were  em- 
ployed, though  the  contrary  has  been  supposed 
by  a  very  able  author.  In  fact,  it  is  the  cost  of 
labour  which  must  be  considered,  otherwise 
what  is  it  ?  What  is  meant  by  quantity  of  labour 
affecting  value  without  reference  to  the  hire  of 
the  labourer  ?  Suppose  a  hatter  employs  a  cer- 
tain quantity  of  labour,  and  sells  hats  at  QQs, 
each,  making  an  average  profit  on  his  capital, 
wages  of  labour  being  14s.  weekly  •  from  some 
cause  or  other  these  wages  rise,  all  other  cir- 
cumstances relating  to  his  trade  remaining  as 
before ;  he  must  of  course  raise  the  price  of 
hats,  otherwise  he  could  not  continue  his  busir 
ness,  because  he  could  not  afford  to  do  so  at  a 
less  profit  than  the  average  remunerating  rate. 
Every  rise  of  wages  cannot  be  taken  off  the  pro- 
fits of  stock,  and  experience  proves  that  it  is  not 
so,  though  a/  celebrated  author  assumes  that  po- 
sition. 
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Suppose  a  farm  yielding  a  fair  profit  to  the 
farmer,  after  paying,  his  rent,  at  a  given  price  of 
corn  and  rate  of  wages  ;  corn  rises  by  increasing 
demand  so  much,  that  fresh  land  of  inferior 
quality  is  brought  into  cultivation ;  the  farmer 
that  undertakes  this  will  not  do  so  unless  he 
sees  in  the  undertaking  an  average  agricul- 
tural profit;  now  the  farmer  on  the  better  land 
profits,  by  the  advance  of  price  which  induced 
the  latter  undertaking,  out  of  all  proportion  to 
the  advance  in  wages  from  the  higher  price  of 
necessaries,  because  he  produces  the  same  quan- 
tity of  corn  with  the  same  labour  as  before,  and 
pays  no  more  to  his  landlord  till  the  next  term 
for  raising  rents.  A  further  increase  of  demand 
occasions  the  cultivation  of  still  inferior  land  j 
this  has  a  similar  effect,  in  degree,  with  respect 
to  the  second  farmer  above-mentioned,  whose 
gains  will  augment  beyond  the  rise  in  wages 
till  the  landlord  steps  in  to  share  them,  but  then 
they  are  not  reduced  below  the  full  average  pro^ 
fits  on  agricultural  capital,  A  farmer  is  in  gene- 
ral restricted  as  to  the  quantity  of  land  he  may 
plough,  and  if  he  were  not  he  would  take  care 
not  to  break  up  land  without  expecting  it  to 
yield  him  a  full  agricultural  profit*  1  believe  a 
person  would  have  little  chance  of  success  who 
attempted  to  persuade  a  fanner  that  he  had  no 
interest  in  a  rise  in  the  price  of  corn,  though  this 
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has   been   presumed   by  some    very   ingenious 
writers. 

A  tax  on  labour,  if  it  is  supposed  to  raise 
the  price  of  all  commodities ,  would  be  ultimately 
paid  by  all  consumers  except  the  labourers 
themselves,  the  farmers,  and  manufacturers. 
Take  the  case  of  the  farmer  ;  he  indemnifies 
his  labourers  for  the  tax,  and  for  the  increased 
price  of  such  articles  of  manufacture  as  they 
use ;  then  he  has  to  indemnify  himself  for  these 
additional  outgoings  and  the  increased  rate  at 
which  he  purchases  such  manufactured  articles 
as  he  makes  use  of,  also  he  must  necessarily 
make  a  fair  profit  on  the  larger  capital  he  is 
obliged  to  employ  ;  all  this  he  does  by  an  ad- 
vanced price  of  his  produce,  after  deducting 
what  he  is  further  obliged  to  allow  his  labourers 
on  that  score. — The  manufacturer  adds  to  the 
wages  of  his  labourers  the  amount  of  the  tax  and 
the  higher  price  of  corn ;  and  he  indemnifies 
himself  for  these,  and  makes  up  a  profit  on  his 
additional  capital  employed,  by  an  advance  on 
his  articles,  after  deducting  the  further  allow- 
ance to  the  labourers  for  the  increased  price  of 
such  manufactured  articles  as  they  use.  Thus, 
under  the  supposition  of  the  tax  on  labour  raising 
the  price  of  commodities,  neither  farmers,  manu- 
facturers, nor  labourers,  would  pay  any  part  of  it, 
noranyperson  immediately  furnishing  any  articles 
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whatever  produced  by  labour ;  but  it  must  be 
made  up  by  all  such  parts  of  the  agricultural 
and  other  produce  as  are  not  consumed  or  used 
by  these  ;  because  it  could  not  possibly  pome  out 
qf  profits,  generally  speaking,  without  materially 
injuring  the  agriculturists  and  manufacturers.  A 
tax  therefore  which  operates  sq  unjustly  never 
can  be  advisable  ;  and  indeed  to  reach  the  sum 
of  it,  the  price  of  all  articles  must  be  so  much 
elevated  as  might  diminish  their  consumption, 
especially  when  you  consider  that  the  class  of 
consumers  who  are  ultimately  to  furnish  the  tax: 
is  so  limited. 

All  taxation  necessarily  proceeds  upon  somq 
criterion  of  ability  in  those  immediately  affected 
by  it.  With  reference  to  articles  of  use  and 
consumption,  this  is  implied  by  augmenting  de- 
mand, which  has  already  raised  prices  so  much 
as  to  occasion  extraordinary  profits^  or  such  a 
state  of  progressive  wealth  as  insures  the  ready 
sale  of  the  article  taxed,  though  the  price  may 
be  raised  to  the  full  amount  of  such  tax  and 
a  f^ir  profit  on  the  additional  capital  employed. 

Any  tax  that  bore  directly  on  the  wages  of 
labour,  or  indeed  any  indirect  tax  affecting  the 
labourer  would  be  shifted  as  above  described,  if 
the  demand  for  labour,  though  not  actually  in- 
creasing were  fully  equal  to  the  supply,  without 
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however,  such  an  elevation  of  prices  as  indicated 
extra  profit^;  but  if  the  demand  for  labour  were 
quite  stationary,  and  barely  equal  to  the  supply,  and 
the  wages  more  than  absolutely  requisite,  the  bur- 
then would  fall  on  the  labourers  themselves,  as 
they  would  have  no  opportunity  of  getting  rid 
of  it  by  an  increase  of  wages  ;  suppose  again  the 
demand  for  labour  stationary,  but  wages  just 
adequate,  there  would  still  be  no  opportunity  of 
shifting  the  burthen  on  the  employers,  and  of 
course  it  could  not  be  paid  without  parish  aid  ; 
so  that  it  seems  as  if  taxes  bearing  directly  or 
indirectly  on  labour  would  never  raise  the  price  ^ 
of  commodities  excepting  when  the  demand  for 
labour  was  fully  equal  to  the  supply,  and  in  no 
case  would  they  fall  upon  profits.  ,, 

But  an  elevation  of  wages  not  arising  out 
of  taxation  is  very  different ;  that  generally  im- 
plies an  augmented  demand  for  labour,  growing 
out  of  an  actual  increase  of  profits  from  an  in- 
creasing demand  for  articles  of  use  and  con- 
sumption ;  it  is  then  the  greater  profits  that  pay 
this  addition  to  wages  ;  the  latter  is  therefore  an 
effect  and  not  a  cause  of  advanced  price.  But 
still  though  wages  may  be  thus  rising  generally 
from  a  general  increase  of  wealth  naturally 
attended  by  a  simultaneous  one  of  demand, 
yet  it  may  happen  that  previously  to  a  rise  in  the 
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price  of  any  one  particular  article,  the  manufac- 
turer of  it  may  be  under  the  necessity  of  adding 
to  the  rate  of  wages;  he  must  then  raise  his 
prices  proportionally,  and  the  progressive  \vealth 
of  the  country  will  bear  the  advance. 

With  growing  demand  the  funds  for  labour 
will  naturally  increase,  and  with  a  falling  de- 
mand they  will  decline,  the  former  indicating 
progress  in  wealth,  the  latter  that  it  is  retrograde ; 
but  it  seems  erroneous  to  say  as  a  great  author 
has  done,  that  a  scarce  year  tends  to  throw  men 
out  of  work  from  a  diminution  of  the  funds  for 
labour,  and  a  cheap  one  the  contrary  by  an  in- 
crease of  those  funds ;  it  would  seem  that  this  is 
not  the  case.  In  scarce  years,  as  prices  generally 
rise  above  the  proportion  to  deficiency  of  pro- 
duce, and  in  plentiful  years  fall  below  the  pro- 
portion to  excess,  the  funds  for  labour  will  be 
rather  increased  in  the  former  and  diminished  in 
the  latter.  To  this  general  rule  of  course  there 
must  be  exceptions ;  for  example  the  weather 
may  be  so  extremely  bad  as  to  occasion  the  com- 
plete destruction,  or  nearly  so,  of  the  harvest  in 
many  districts,  this  to  such  an  extent  that  the 
extraordinary  gains  of  the  more  fortunate  will 
not  compensate  the  losses  of  the  sufferers,  con- 
^equently  the  funds  for  labour  upon  the  whole 
may  be  diminished ;  but  taking  the  general 
average  this  is  not  the  case. 
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The  supposition  of  a  proportionate  relation 
always  subsisting  between  profits  and  wages 
seems  not  well  founded,  nor  that  the  selling 
price  of  articles  constantly  tends  to  the  natural 
price,  otherwise  how  is  it  possible  that  accumu- 
lation of  capital  shall  rapidly  take  place  amongst 
the  direct  employers  of  labour  ?  The  rapidly 
increasing  affluence  of  our  farmers  and  manu- 
facturers during  the  long  period  of  the  late  war, 
proves  that  their  produce  was  selling  on  the  ave- 
rage much  above  its  natural  value,  and  that 
their  profits  were  extraordinary.  In  fact,  though 
the  selling  price  of  the  produce  of  the  lands  which 
scarcely  afford  any  rent  must  be  the  average  rate 
at  which  the  produce  of  the  more  fertile  lands  is 
sold,  yet  the  landlords  do  not  reap  all  the  advan- 
tage of  the  latter  in  the  shape  of  rent,  because 
no  person  can  raise  his  rents  more  than  once  in 
seven  years  on  the  average,  and  the  whole  in- 
crease of  profit  during  the  interval  is  so  much 
extra  gain  to  the  farmer;  and  in  no  case  can  rent 
be  more  than  a  fair  participation  of  profits  ;  it 
is  also  certain,  that  during  the  period  above 
alluded  to  profits  on  the  average  far  outran  in 
proportion  the  increase  of  wages, 

The  theory  of  the  constant  shifting  of  capital 
from  one  business  to  another,  according  to  the 
elevation  of  profits  in  either  seems  to  me  rather 
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man  has  entered  into  a  certain  trade,  and  be- 
come well  acquainted  with,  and  acquired  dex- 
terity in  the  management  of  it,  he  seldom  turns 
to  another  which  he  is  a  stranger  to,  because  he 
sees  that  the  profits  in  it  at  the  time  are  greater 
than  his  own.  A  cotton  manufacturer  would  be 
much  at  a  loss  as  a  clothier,  and  probably  mis- 
manage his  new  business]  a  hosier  would  feel 
himself  quite  new  in  the  lace  manufactory ;  and 
either  of  these  would  be  totally  lost  in  agricul- 
ture, the  leather  or  cutlery  trade,  or  the  brewery 
line  ;  and  vice  versa.  In  fact  people  generally 
continue  in  the  line  they  have  first  adopted,  though 
.certainly  more  or  less  capital  will  be  employed 
by  all  in  their  respective  concerns  according  to 
the  state  of  profits  ;  and,  generally  speaking,  be- 
ginners would  chuse  the  most  profitable  busi- 
ness, though  this  must  evidently  be  subject  to 
great  modifications  in  practice. 

But  however  all  these  circumstances  may 
be,  and  in  whatever  abstract  or  natural  value 
may  consist,  it  is  clear  that  practically  speaking 
value  or  price  depends  almost  entirely  upon 
supply  and  demand  ;  though  the  cost  of  produc- 
tion undoubtedly  forms  the  price  under  which 
an  article  cannot  long  be  raised  or  manufactured 


for  sale.  It  may,  however,  happen  that  from 
the  excess  of  supply  articles  are  occasionally 
sold  below  the  cost  of  production.  Suppose  for 
example  that  the  country  grew  on  an  average 
equal  to  its  consumption  of  grain,  and  that  a 
particularly  abundant  season  happened,  corn 
would  fall  for  a  time  below  what  might  be 
termed  its  natural  price,  from*  the  supply 
greatly  exceeding  the  demand :  nor  would  the 
grower  be  indemnified  by  the  increased  quan- 
tity, because  as  I  remarked  in  Sect.  7>  a  glut  in 
the  markets  will  run  down  prices  so  much  as 
to  prevent  the  larger  crop  from  yielding  the 
profit  of  an  average  one ;  should  the  super- 
abundance arise  out  of  imported  corn,  the  con- 
sequences to  the  agricultural  classes  would  of 
course  be  infinitely  more  distressing;  and  in 
either  case  relief  by  exportation  might  be  im- 
possible without  adequate  bounties,  if  the  na- 
tural or  growing  price  were  higher  in  the  country 
where  the  excessive  supply  took  place,  than  in 
those  to  which  the  excess  might  otherwise  be 
exported. 

Prices  are  said  to  be  raised  by  taxation  ;  un- 
doubtedly the  article  taxed  cannot  be  sold  without 
loss  except  at  an  increased  price^  but  the  pay- 
ment of  this  depends  on  demancT;  and  one  of 

the  first  considerations  in  imposing  a  fresh  tax 
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is,  whether  the  general  wealth  and  consequent 
power  of  purchase  has  sufficiently  increased,  to 
insure  as  great  a  demand  as  before  for  the  arti- 
cles affected  by  the  new  impost,  without  dimi- 
nishing the  consumption  of  others  producing 
directly  or  indirectly  revenue  to  the  state. 

Demand  implying  means  of  purchase,  it  is 
evident,  that  as  a  country  increases  in  wealth, 
prices  must  gradually  rise,  because  the  call  for 
more  articles  of  use  and  consumption  must  pre- 
cede the  supply.  The  first  effect  will  be  a  rise 
of  price  ;  and  in  a  progressive  state  of  industry 
and  improvement,  the  demand  will,  generally 
speaking,  keep  a-head,  and  consequently  prices 
will  continue  advancing.  Government  expen- 
diture of  money  raised  by  taxation  will  occasion 
a  greater  rise  in  prices,  than  the  former  applica- 
tion of  it  by  the  individuals  in  whose  hands  it 
must  have  existed  before  so  contributed ;  be- 
cause in  the  first  place,  the  whole  of  it  will 
probably  be  applied  to  purchases,  which  might 
not  otherwise  have  been  the  case,  and  the  less 
attentive  and  economical  application  will  cause 
what  may  be  called  an  unnatural  rise  of  price. 

Every  improvement  in  agriculture  or  manu- 
facture occasions  some  rise  of  price  in  its  first 
operation,  by  the  increased  demand  for  labour, 
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and  increased  employment  of  different  trades, 
as  well  as  by  the  additional  command  over 
money  which  the  various  profits  arising  to  all 
concerned  occasion,  consequently  augmented 
means  of  expenditure,  &c.  This  is  in  some 
measure  counterbalanced  by  the  growing  supply 
of  articles  of  use  and  consumption  ;  but  the  de- 
mand keeping  a-head,  and  the  profits  forming  a 
real  augmentation  of  wealth,  the  counteraction 
is  not  co-extensive.  An  extension  of  commer- 
cial pursuits  produces  similar  effects  on  prices ; 
not  however  exactly  as  described  by  a  celebrated 
author.  When  treating,  "  of  the  manner  in 
which  more  money  is  introduced,"  and  "  attri- 
buting a  rise  in  price  to  such  augmentation  of 
specie,"  he  says  in  substance  "  a  merchant  re- 
ceives in  return  for  his  exports  gold  and  silver, 
this  enables  him  to  employ  more  workmen  than 
before,  and  to  increase  his  dealings  by  their  in- 
tervention ;  he  is  able  to  pay  them  more  wages  ; 
thus  more  money  is  sent  into  circulation,  &c." 
But  surely  the  merchant  would  do  much  better 
to  import  goods  which  he  might  sell  at  a  profit, 
than  mere  gold  and  silver ;  these  could  only 
produce  him  their  value  in  our  currency,  there- 
fore his  profit  would  only  be  single  ;  whereas  in 
the  other  case  it  would  be  double.  It  is  in  fact 
this  profit  on  his  commerce  that  enables  him 
further  to  extend  his  dealings,  not  merely  «'  the 
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gold  and  silver  he  may  receive  for  his  exports  ;>5f 
and  it  is  not  only  his  profit  that  has  the  effect  of 
raising  prices,  but  the  profits  also  of  all  others 
at  all  concerned  in  any  part  of  the  business ; 
prices  are  thus  elevated  before  the  agency  of 
gold  and  silver  comes  in  question,  or  in  other 
words  money  is  only  instrumental ;  it  is  the  sub- 
ordinate agent  here,  and  not  in  itself  a  pri- 
mary cause.  Progress  in  agriculture,  manufac- 
ture or  commerce  cannot  be  made  without  the 
intervention  and  application  of  money  ;  and  the 
consequent  increased  means  of  expenditure,  ad- 
vance of  prices,  addition  to  the  stock  of  com- 
modities to  be  exchanged,  &c.  give  permanent 
employment  to  the  additional  quantity  thus  in- 
troduced ;  but  it  must  be  so  called  forth,  thus 
wanted  before  it  can  find  a  place  or  occupation  ; 
the  increased  issues  were  the  efficient  agents  in 
these  improvements,  and  the  effects  absorbed 
them  in  circulation. 

It  will  easily  be  seen  that  expenditure  of 
capital  whether  by  government  or  individuals 
must  occasion  what  may  be  termed  an  extraordi- 
nary increase  of  price,  that  is  beyond  the  gradual 
one  which  accompanies  the  application  of  re- 
venue only.  Duties  upon  importation  will  raise 
the  price  of  such  articles  as  are  the  objects  of 
these  regulations ;  arid  if  they  are  applied  to 
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articles  of  necessity,  such  as  subsistence,  &c, 
they  will  not  only  affect  the  articles  thenr 
selves,  but  their  operation  will  be  in  a  great 
measure  general.  The  application  of  addi- 
tional skill,  the  introduction  of  machinery,  an 
improvement  in  the  division  of  labour,  may 
lower  the  price  of  particular  articles,  and  still 
increase  the  profits  of  the  manufacturer  or 
grower  by  the  more  extended  use  or  consump- 
tion they  occasion.  In  all  these  cases,  however 
the  principle  of  supply  and  demand  comes  im- 
mediately in  question.  Even  the  price  of  labour 
is  governed  by  it  in  a  great  degree  ;  but  still  not 
entirely,  because  this  must  afford  to  the  labourer 
the  means  of  his  own  existence  and  the  support 
of  his  family  :  yet  the  demand  may  be  so  low  as 
not  to  provide  directly  such  means  for  all  those 
who  have  labour  to  offer  5  nay,  many  of  them 
may  occasionally  find  no  work  at  all ;  this  article 
may  not  be  able  to  obtain  its  natural  price ;  or 
indeed  the  market  may  be  so  overstocked,  that 
no  price  at  all  can  be  obtained,  but  the  men 
and  their  families  cannot  be  allowed  to  starve ; 
articles  of  use  or  consumption  may  be  kept  on 
till  markets  offer,  or  they  may  be  left  to  spoil, 
but  the  case  of  labour  is  different;  and  here  comes 
into  operation  the  indirect  support  of  public  or 
private  relief,  the  quantum  of  which  must  de- 
pend on  the  price  of  the  necessaries  of  life j 
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therefore  at  last  we  find,  that  this  must  have 
some  connection  with  the  price  of  labour ;  that 
is,  it  must  constitute  the  minimum  price  paid  di- 
rectly or  indirectly,  and  all  above  is  governed 
solely  by  the  principle  of  supply  and  demand. 

In  proportion  to  the  progress  of  a  country  in 
wealth  and  employment  for  labour  will  the  market 
for  this  article  rise,  and  the  condition  of  labourers 
improve,  supposing  the  demand  to  keep  a-head 
of  the  supply ;  but  any  check  to  such  demand 
will  in  this  case  be  doubly  felt,  as  labourers  must 
then  suffer  a  great  abridgement  of  those  comforts 
which  they  before  enjoyed,  and  many  of  them 
must  be  satisfied  with  bare  necessaries. 

How  an  article  so  variable  as  labour  can  ever 
be  taken  as  a  certain  measure  of  the  'value  of 
money  or  any  thing  else  I  cannot  understand; 
its  price  will  often  differ  in  two  adjacent  counties, 
though  all  articles  of  subsistence  may  be  equal 
in  each ;  nay,  it  is  frequently  lower  where 
provisions  are  dear,  than  where  they  are  cheap. 
But  you  have  only  to  look  at  the  present  vari- 
able state  of  labour  to  be  convinced  of  the  error 
in  this  theory.  If  labour  is  considered  at  all  as 
a  measure  of  value,  of  course  every  description 
must  be  included  ;  but  agricultural  labour  is 
now  tolerably  paid,  whereas  manufacturing  la- 


131 

hour  is  most  insufficiently  so  generally  speaking  ; 
indeed,  in  many  districts  it  cannot  obtain  in 
wages  nearly  a  maintenance.  But  setting  aside 
the  present  irregular  state  of  labour,  if  you  sup* 
pose  its  remuneration  to  be  governed  by  the 
price  of  provisions  how  fluctuating  must  it  be! 
equally  so  if  it  is  governed  merely  by  supply  and 
demand ;  nor  is  it  more  steady  if  you  suppose 
it  to  be  influenced  by  a  combination  of  both. 
Consider  too  the  unequal  quantities  of  labour 
bestowed  on  the  cultivation  of  corn,  according 
to  the  fertility  of  the  soil ;  can  labour  then  be 
the  measure  of  value  for  that  corn  which  is  pro- 
duced on  the  best  soil  ? 

The  price  of  corn  has  been  always  a  subject 
of  much  speculation,  and  has  given  rise  to  some 
theories  which  I  cannot  but  think  very  objec- 
tionable. By  some,  corn  has  been  considered 
as  the  true  measure  of  value,  on  the  ground  that 
it  forms  the  chief  part  of  the  food  of  the  labour- 
ing classes ;  that  whatever  may  be  its  money 
price,  the  intrinsic  value  must  always  be  the 
same,  as  a  certain  quantity,  neither  more  or 
less,  is  necessary  to  the  subsistence  of  a  man  ; 
and  that  the  quantity  of  labour  necessary  for  its 
production  does  not  vary  ;  also  it  has  been  said 
that  the  prices  of  corn  taken  for  different  long 
periods,  more  than  of  any  other  article,  form-data 
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on  which  to  judge  of  the  state  of  the  currency,  or 
the  value  of  money.  Now,  though  bread  forms  a 
considerable  part  of  the  food  of  the  lower  orders, 
yet,  generally  speaking,  it  does  not  constitute  by 
any  means  the  whole  e>f  their  necessary  weekly 
expenditure  ;  also,  when  the  price  of  grain  rises 
very  much,  the  consumption  is  greatly  diminish- 
ed and  substitutes  of  various  kinds  are  resorted 
to**  Again,  the  great  and  sudden  fluctuations 
in  the  price  of  grain,  unaccompanied  by  any 
change  in  the  general  value  of  money,  seem  to 
indicate  that  it  just  varies  according  to  the  de- 
mand and  supply  as  any  other  article ;  conse- 
quently a  thing  so  very  variable  in  itself  cannot 
possibly  be  the  measure  of  value  for  other  things, 
nor  can  it  be  any  indication  more  than  any  other 
commodity  of  the  state  of  the  currency.  In  all 
the  variations  from  1800  to  1815  it  will  be  found, 
that  the  dear  years  were  years  of  scarcity,  or 
very  deficient  crops,  and  the  cheap  years  those 
of  abundant  crops ;  and  in  the  last  two,  the 

*  It  is  equally  erroneous  to  infer  from  the  diminished 
consumption  imposed  by  necessity  that  a  rise  in  the  price  of 
grain  does  not  call  for  any  rise  in  wages,  for  it  may  and 
often  does  require  more  money  to  purchase  the  inferior 
quantity  used,  than  it  did  before  to  procure  the  greater 
which  a  plentiful  supply  afforded,  leaving  of  course  less  for 
other  parts  of  necessary  expenditure  j  and  in  fact,  where 
the  demand  and  supply  of  labour  have  remained  equal,  you 
find  that  wages  fluctuated  with  the  price  of  grain. 
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markets  began  to  be  overstocked  with  foreign 
produce.  In  1814  and  the  first  half  of  181S 
corn  fell  to  74s.,  and  56s.  from  1155.  in  1812, 
and  1115.  in  1813;  but  the  Bank  of  England 
issues  increased  little  short  of  4  millions  in  1814, 
and  continued  at  that  rate  a  considerable  part  of 
1815,  that  is  higher  than  they  had  ever  been  ; 
and  bullion,  notwithstanding  this,  fell  to  <£4,  5s. 
about  the  end  of  1814;  rose  again  May  18J5 
upon  the  resumption  of  hostilities,  to  £  5.  6s. ; 
and  fell  again  on  the  second  peace  to  £  4*  2s. 
Now,  what  connection  can  be  traced  here  be- 
tween the  price  of  corn,  the  price  of  bullion, 
and  the  state  of  the  currency?  But  all  calcula-. 
tions  of  comparison  between  the  current  price  of 
corn  and  market  price  of  bullion,  with  a  view  to 
establish  the  depreciation  of  our  currency  by  ex- 
cessive issues  of  bank  notes,  depend  of  course 
for  any  thing  like  plausibility  on  the  premises; 
namely,  that  the  price  of  bullion  even  during  a 
restriction  of  cash  payments  is  the  criterion  by 
which  to  determine  if  the  currency  is  in  a  sound 
state ;  now  that  it  is  not  seems  evident. 

Upon  a  comparison  between  the  prices  of 
wheat  in  ancient  and  modern  times,  it  is  found 
that  what  was  a  famine  price  in  the  1 6th  century 
is  now  considered  as  a  moderate  average,  and  an 
inference  is  drawn,  of  great  depreciation  in  the 
value  of  money  from  excess  in  quantity ;  ,but 
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the  highest  price  seems  by  that  comparison,  not 
to  have  doubled ;  for  that  famine  price  is  stated 
to  have  been  about  75s.  and  we  have  never  seen 
wheat  at  1.505.  though  the  average  natural  or  grow- 
ing price  was  in  the  former  period  so  much  lower 
when  none  but  the  best  lands  were  cultivated  for 
wheat,  than  in  these  latter  times  when  it  may 
justly  be  rated  for  the  purpose  of  this  comparison 
by  what  is  the  cost  of  production  on  the  lands 
the  least  fertile,  and  least  adapted  to*  the  growth 
of  corn 5  this  circumstance  is  by  no  means  coun- 
terbalanced by  our  improvements  in  the  science 
of  agriculture,  and  division  of  labour.     Reason- 
ings, however,  founded  on  such  data  must  be 
very  vague ;    because  wh eaten  bread  in  those 
days  was  only  used  by  the  middle  and  higher 
classes ;  and  the  more  extended  use  of  it  in  later 
times,  together   with  the  immense  increase  of 
population,  and  the  enormous  augmentation  of 
wealth  and  expenditure,  keeping  the   growing 
demand  always  a-head  of  the  supply,  must   ne- 
cessarily have  affected  the  price  of  wheat  as  well 
as  of  every  other  commodity,  more  especially  as 
by  degrees  it  became  necessary  to  resort  to  every 
inferior  description  of  land  that  could  possibly 
grow  corn  at  all,  the  price   of  which  produce 
would  of  course  be  the  average  price  of  the  whole; 
so  that  in  fact  the  natural  price  of  corn  rose  by 
actual  demand,  and  not  from  a  fall  in  the  value 
of  money  by  excess  in  its  quantity  ~ 
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Corn  is  certainly  produced  more  abundantly 
by  agricultural  improvements,  and  as  long  as  good 
fertile  lands  only  are  resorted  to,  these  improve- 
ments in  agriculture  would  operate  as  improve- 
ments in  machinery  anddivision  of  labour  in  manu- 
factories, that  is  they  would  lower  the  natural 
price  of  the  article.  Therefore  the  average  price  of 
corn  from  1621  to  1636  being  nearly  the  same  as 
from  1637  to  1700,  by  no  means  proves  that  prices 
in  general  were  not  on  the  increase,  or  in  other 
words  silver  sinking  in  exchangeable  value,  as  a 
celebrated  author  supposes  ;  because  improve- 
ments in  agriculture  applied  to  good,  fertile  land, 
would  have  augmented  the  supply,  and  might  have 
kept  it  up  to  the  growing  demand,  or  nearly  so,  ata 
less  natural  price,  therefore  the  same  average  might 
have  been  dearer  in  fact  than  during  the  former 
period ;  now  it  is  well  known  that  there  still  re- 
mained at  that  time  abundance  of  corn  land  to 
break  up  equally  good  with  that  already  in  cul- 
tivation. As  to  the  interruption  to  tillage  by  the 
civil  war,  that  never  could  have  been  much  ; 
the  armies  were  small,  and  never  long  enough 
together  in  any  particular  district  to  do  much 
mischief;  and  have  we  not  seen  that  agricul- 
ture rather  advanced  in  France  during  the  re- 
volution than  otherwise.  Nor  on  the  other  hand 
could  the  bounty  on  exportation  have  operated 
in  keeping  down  the  price  of  corn  by  encourage- 
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meat  to  tillage,  because  it  did  not  commence 
till  1698. 

It  seems  evident  that  corn  cannot  form  a 
measure  of  value  unless  its  own  natural  price  re- 
mained nearly  the  same.  This  could  only  be  the 
case  if  its  production  always  required  the  same 
quantity  of  labour,  and  if  it  constituted  the  sole 
value  of  labour  by  forming  the  chief  article  of 
the  labourer's  consumption.  Now,  although  the 
best  lands  only  were  cultivated,  and  the  same 
quantity  of  labour  required,  still,  as  we  have 
already  remarked,  the  value  of  that  labour  would 
be  subject  to  fluctuations  from  the  state  of  sup- 
ply and  demand ;  the  labourer  requires  many 
other  necessaries  besides  corn ;  and  the  seasons 
would  occasion  fluctuations  in  the  amount  of  the 
produce  ;  also  improvements  in  the  science  of 
agriculture,  in  machinery  made  use  of  on  the 
land,  and  in  the  division  of  labour  would  occa- 
sion greater  produce  with  less  means ;  moreover, 
it  is  evident  that  corn  might  be  dearer  in  fact> 
that  is  more  above  its  average  natural  price, 
whilst  the  best  lands  alone  were  cultivated,  than 
when  it  became  necessary  to  resort  to  those  of  an 
inferior  description,  consequently  money  as  com- 
pared with  corn  would  have  been  relatively  less 
valuable  in  the  former  than  in  the  latter  period. 
Therefore,  although  taken  over  a  long  period 


137 

the  variations  of  seasons  might  be  supposed  to 
be  averaged,  yet  the  fluctuations  of  natural  price 
from  the  other  causes  above  mentioned  seem  to 
baffle  all  calculation  ;  indeed  I  do  not  know  any 
article  the  natural  price  of  which  seems  to  be 
subject  to  more  variations  than  com.  It  is  true 
that  the  necessity  of  resorting  to  inferior  lands, 
and  thus  producing  corn  at  a  much  greater  na- 
tural price,  implies  an  augmentation  of  demand 
from  increasing  wealth,  consequently  a  rise  in 
general  prices,  and  a  corresponding  fall  in  the 
general  value  of  money;  but  the  degree  cannot 
possibly  be  measured  by  corn. 

A  comparison  also  between  the  cost  of  labour 
at  different  periods,  for  the  purpose  of  measuring 
the  fall  in  the  value  of  money,  seems  equally  ob- 
jectionable ;  because  it  is  impossible  to  strike 
an  average  with  any  thing  like  accuracy,  the 
variations  in  the  price  of  labour  are  so  great,  not 
only  from  year  to  year  generally,  but  in  different 
parts  of  the  country  at  the  same  time;  and  in 
different  occupations  the  price  of  labour  differs 
so  greatly,  as  well  as  amongst  the  various  degrees 
or  classes  of  labourers  in  the  same  employment, 
whether  agricultural  or  manufacturing. 

Thus  it  seems  to  me  that  neither  corn  nor 
labour  can  be  taken  exclusively,  either  as  a  men- 
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sure  of  value  for  any  other  articles  or  for  ascer- 
taining with  any  degree  of  accuracy  the  fall  in 
the  value  of  money ;  but  undoubtedly  they  may 
be  considered  as  two  prominent  articles,  parti- 
cularly labour,  amongst  the  general  mass  by  which 
to  form  some  rough  estimate  on  the  subject. 

It  has  been  said,  and  I  think  erroneously, 
that  when  the  market  price  of  gold  is  brought 
down  by  a  contraction  of  bank  issues,  a  fall  in 
general  prices  tempts  merchants  to  export  goods 
to  a  better  market.  Now,  as  it  is  supposed  that 
the  increase  in  the  price  of  gold  was  owing  to 
low  exchanges,  and  a  consequent  exportation 
of  that  article  to  restore  the  equilibrium,  a  pre- 
vious sound  state  of  currency  is  implied  ;  the 
contraction  then  only  renders  this  more  valuable ; 
if  it  is  so  to  others  it  is  the  same  to  the  mer- 
chant ;  any  securities  he  may  have  to  pledge 
will  raise  so  much  less  money;  his  credit  will  go 
so  much  less  way  ;  and  his  returns  will  be  sold 
at  prices  lower  in  the  same  proportion.  But  the 
contraction  must  have  gone  very  far  before  such 
a  general  effect  upon  prices  is  produced;  in  or. 
dinary  times  the  equilibrium  of  exchange  will  be 
restored  before  this  happens,  and  the  merchants 
will  have  suffered  all  the  inconvenience  of  an 
undue  limitation  of  discounts,  without  the  least 
possible  compensation.  Low  prices  from  raising 
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the  value  of  money  by  contraction  are  very  dif- 
ferent from  the  same  effect  being  produced  by 
superior  skill,  machinery,  or  a  more  perfect 
division  of  labour,  &c. 

It  seems  not  accurate  to  say  that  the  guineas 
sent  out  of  this  country  only  served  to  raise 
prices  on  the  continent;  that  is  just  saying, 
"  so  much  coin  circulated  there,  add  to  this, 
and  a  proportionate  quantity  more  must  neces- 
sarily come  in  contact  with  commodities  where 
the  inferior  quantity  did  so  before."  But  it 
must  be  considered  that  during  the  war  much 
more  use  was  made  of  metallic  currency  on  the 
continent  than  previously,  from  the  great  inter- 
ruptions to  credit  and  confidence  by  internal 
commotions  and  hostile  invasions,  and  from  so 
much  being  required  to  pay  contributions,  &c. 
as  well  as  for  the  use  of  the  armies.  Then  what 
was  the  cause  of  so  great  a  rise  in  prices  on  the 
continent  of  Europe?  certainly  not  improve- 
ments in  agriculture,  commerce,  or  manufac- 
tures ;  and  the  ruin  of  individuals,  or  at  least 
where  that  did  not  literally  take  place,  the  great 
diminution  of  their  means  of  expenditure,  gene- 
rally speaking,  must  necessarily  have  checked 
the  demand  as  far  as  they  were  concerned;  but 
a  fully  proportionate  diminution  was  operating 
in  the  supply  from  causes  above  alluded  to;  and 
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a  growing  demand  was  still  kept  up  by  the  pre- 
sence of  friendly  and  hostile  armies,    and  the 
immense  annual  expenditure  of  capital  by  the 
different   governments   for    so    long   a  period. 
Thus  increasing  prices,  as  well  as  the  check  to 
credit  and  confidence,  payment  of  contributions, 
the  money  part  of  which  would  not  be  received 
in  paper,  hoarding,  &c.  called  for  and  absorbed 
a  much  more  extended  gold  currency.     This, 
however,  was  wanted  before  it  appeared  5  it  did 
not,    and    could   not    thrust    itself   voluntarily 
into  circulation;  causes  requiring  the  increased 
agency  of  metallic  currency  did  exist,  and  must 
have  existed  before  ours  could  have  found  em- 
ployment.    Even  when  more  money  is  thrown 
into  circulation  by  improvements,  the  opening 
for  these,  that  is,  the  vent  for  their  productions 
must   have  pre-existed,   or  if  not  immediately 
present  must  have  been  in  clear  prospect;    so 
that  the  introduction  of  more  money  even  in 
that  case    is   a  consequence  and  not  a  cause. 
But  when  facility  of  accommodation  by  loans  or 
discounts  is  carried  to  such  an  extent,  as  to 
occasion  a  rise  in  prices  without  any  improve, 
ments  or  addition  to  the  stock  of  commodities, 
this  is  quite  artificial,    and  it  looks  more  like 
prices  being  raised  merely  by  thrusting,  without 
a  call  for  it,  more  money  into  circulation;  still 
unless  the  demand  kept  up  the  prices  could  not 
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so  rise,  and  the  additional  money  could  not  be 
absorbed;  at  all  rates  this  was  not  the  case  on 
the  continent,  for  credit  there  was  at  a  very  low 
ebb  indeed. 

Excess  of  circulating  medium  causes  a  nomi- 
nal increase  of  prices,  in  a  manner  quite  inde- 
pendent of  the  regular  operation  of  the  principle 
of  supply  and  demand.  We  have  hitherto  sup- 
posed the  application  of  the  standard  measure 
of  value  unimpaired,  but  its  power  is  now 
weakened,  by  the  proportion  of  money  to  com- 
modities being  no  longer  the  legitimate  multipli- 
cation of  that  standard. 

Discounting  to  excess  occasions  a  greater 
competition  for  the  possession  of  articles  to  sell 
again  in  gross  or  to  retail ;  the  vender  of  these 
raises  the  prices  accordingly;  he  receives  imme- 
diate payment;  thus  the  artificially  increased 
wholesale  value  of  these  articles  is  applicable  to 
any  purposes  that  their  vender  chooses,  and 
goes  forth  into  circulation;  but  the  purchaser 
keeps  the  articles  up  till  the  demand  exceeds 
the  supply  in  a  sufficient  degree  to  enable  him 
to  dispose  of  them  to  better  advantage;  then  he 
repays  the  money  that  was  advanced  him,  re- 
taining perhaps  a  great  profit  on  the  transaction, 
and  resumes  a  similar  operation.  An  unlimited 
credit,  or  uncontrolled  command  of  money  en- 
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courages  speculations  of  this  nature  in  various 
forms,   each   contributing  to  raise  prices,    and 
throwing  more  and  more  money  into  circulation. 
Merchants  employed  in  foreign  commerce  may 
act  in  the  same  manner;  amongst  these  there 
may  equally  arise  a  competition  to  possess  them- 
selves of  exportable  articles,  and  they  may  ac- 
quire the  power  of  withholding  the  imports  from 
market.     This  artificial  augmentation  of  price, 
carried  to  an  undue  length,  will  increase  the 
wealth  of  all  those  who  deal  in  the  articles  so 
raised  in  value,  and  thus  they  acquire  a  greater 
command  of  money  for  the  purpose  of  private 
expenditure,  or  extension  of  their  business,  im- 
provements, employment  of  more  labour,   &c; 
thus  cause  and  effect  acting  and  re-acting  the 
currency  becomes  gradually  more  excessive,  and 
in  fact  more  becomes  necessary  to  circulate  all 
articles  of  use  and  consumption  than   before; 
however,  this  seems  to  have  its  limits,  because 
profit  depends  upon  selling  a  great  deal,  and  it 
is  hazardous  to  keep  back  articles  of  use  or  con- 
sumption too  long,  lest  prices  from  any  cause 
should  decline.     The  loss  of  interest  too  is  a 
serious  consideration    to   those  who,    generally 
speaking,  should  turn  their  capital  as  quickly 
and  as  often  as  they  can. 

The  abovementioned  operation  of  excessive 
issues  on  prices  must  be  in  contemplation,  I  con- 
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ceive,  ween  it  is  remarked  that  an  addition  to 
the  currency  raises  its  proportion  to  commodities, 
and  thus  augments  their  nominal  price ;  for  it 
cannot  be  meant  merely  that  a  greater  mass  of 
currency  appearing  in  a  market  against  the  same 
quantity  of  commodities  as  before,  the  general 
proportion  is  altered,  the  same  as  if  in  common 
barter  the  quantity  of  one  particular  article  were 
so  much  increased  as  to  diminish  its  relative 
value.  Money  is  not  so  brought  to  market; 
but  the  simple  fact  is,  that  prices  must  have 
previously  risen  by  the  joint  effects  of  competi- 
tion on  the  part  of  purchasers  and  the  holding 
back  of  sellers,  before  the  application  of  money 
to  the  commodities  in  question  takes  place.  The 
power  which  the  command  of  money  gives  to 
purchase  or  withhold  is  here  the  efficient  cause, 
and  excessive  discounts  or  accommodation  occa- 
sion an  undue  exercise  of  that  power.  But  still 
the  principle  of  supply  and  demand  comes  in 
question,  though  their  operation  in  this  case  is 
artificial.  It  is  the  same  if  the  excessive  issues 
are  applied  in  extravagant  expenditure;  the  in- 
creased demand  thus  caused  must  be  considered 
equally  artificial  as  in  the  former  case. 

It  has  frequently  been  said  that  the  in- 
creasing supply  of  precious  metals  has  been  the 
cause  of  a  corresponding  rise  in  prices;  but  I 
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venture  to  give  my  reasons  for  doubting 
the  accuracy  of  this  opinion. 

The  real,  efficient  cause  of  a  gradual  aug- 
mentation of  price,  since  the  discovery  of  the 
precious  metals,  seems  to  have  been  a  continua- 
tion of  the  progress  of  society  in  Europe.  A 
regularly  advancing  industry  and  population  ;  an 
extending  commerce ;  an  improving  agriculture ; 
increasing  manufactories;  must  naturally  occasion 
an  augmentation  of  wealth,  a  corresponding  in- 
crease of  the  stock  of  commodities  to  be  circu- 
lated and  of  the  value  of  all  property,  conse- 
quently a  simultaneous  call  for  addition  to  the 
circulating  medium  ;  this  addition  would  natu- 
rally exceed  the  ratio  of  the  augmenting  quan- 
tity of  articles  of  use  and  consumption  brought 
thus  into  existence,  upon  the  principle  of  the 
demand  always  outstripping  the  supply  and 
occasioning  a  proportionate  rise  of  price.  Now 
all  these  causes  would  have  operated  the  same 
effect,  if  the  supply  of  precious  metals  had  not 
been  near  so  great ;  the  standard  must  have 
been  just  so  much  higher;  and  the  multiplica- 
tion would  have  taken  place  exactly  as  it  does 
at  present  by  the  assistance  of  paper ;  the  same 
control  over  excess  would  have  existed;  and  in 
proportion  to  the  scarcity  of  the  precious  metals, 
less  of  them  would  be  used  in  ornaments,  though 
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they  would  equally  have  served  for  the  standard 
measure  of  value. 

For  further  illustration,  suppose  the  supply 
now  to  become  deficient  to  keep  up  the  cur- 
rency at  the  present  standard ;  this  would 
first  appear  by  the  difficulty  of  procuring  gold  ; 
the  market  price  would  consequently  keep 
rising  without  the  existence  of  those  causes 
which  now  commonly  produce  that  effect ;  banks 
would  be  obliged,  in  their  own  defence,  to  con- 
tract their  issues;  and  much  inconvenience 
would  arise  from  a  deficient  currency;  then  the 
standard  must  be  altered  ;  and  it  might  be  done, 
I  imagine,  in  the  following  manner,  with  least 
inconvenience.  It  would  be  necessary  at  first  to 
protect  the  banks  for  a  time  against  runs  for 
gold,  by  a  temporary  restriction;  then  every 
bank  should  send  their  stock  to  be  recoined  at 
the  new  standard;  this  done,  they  should  resume 
cash  payments  immediately,  a  new  mint  price 
having  been  adjusted,  or  in  other  words  a  new 
value  having  been  given  to  gold  in  our  money 
of  account ;  that  of  silver  would  of  course  be 
proportionate ;  when  the  restriction  ceased, 
the  mint  should  remain  open  to  recoin  all 
guineas  as  they  might  be  brought  in;  now, 
though  every  holder  of  these  would  receive  <i 
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this  advantage,  to  the  banks  for  example,  w6uld 
perhaps  not  more  than  compensate  them  for 
their  previous  losses  by  the  elevation  of  the  mar- 
ket price  of  bullion  ;  and  individuals  could  not 
be  supposed  to  possess  such  a  quantity  as  to 
make  their  gains  considerable ;  indeed  these 
gains  would  be  much  diffused,  because  many 
would  speculate  In  the  purchase  of  guineas  of 
the  old  standard  for  the  purpose  of  taking  them 
to  the  mint ;  of  course  they  would  give  some- 
thing more  than  the  value  in  currency  to  those 
of  whom  they  bought  them ;  consequently  the 
profit  would  become  divided.  As  to  the  addi- 
tional quantity  of  money  thrown  into  circulation, 
that  would  not  be  more  perhaps  than  equivalent 
to  the  preceding  contraction.  The  silver  cur- 
rency must  necessarily  undergo  a  similar  pro- 
portionate alteration,  which  could  only  be  ef- 
fected by  recoinage.  It  is  of  course  supposed 
that  tKe  scarcity  of  bullion  which  induced  the 
alteration  in  the  standard  is  general  throughout 
Europe ;  consequently  the  value  of  property 
would  not  be  in  the  least  affected  by  this  cir- 
cumstance. Our  standard  measure  of  value 
would  have  the  same  proportionate  reference  to 
those  of  other  countries  as  before;  and  property 
expressed  in  any  sum  of  the  new  currency  would 
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just  be  as  valuable  to  the  owner,  as  when  fex- 
pressed  in  that  which  contained  or  implied  the 
greater  quantity  of  the  precious  metals. 

It  would  seem  therefore  that  it  is  not  the 
increasing  supply  of  gold  and  silver  which  has 
caused  a  rise  of  prices  in  Europe,  but  the  aug- 
menting wealth  and  demand.  The  precious 
metals  have  only  acted  as  a  measure  of  value, 
and  served  for  all  barter  of  property,  the  medium 
by  which  to  settle  all  contracts,  and  to  circulate 
commodities;  and  if  the  accomplishment  of  these 
purposes  has  required  their  multiplication  by  the 
intervention  of  paper,  how  can  it  be  said  that  their 
increase  has  been  a  cause  of  augmenting  prices  ? 

To  say  with  a  great  author,  that  "  if  the 
currency  of  the  country  were  now  at  once 
reduced  to  what  it  was  in  the  reigns  of  the 
Henrys  and  Edwards,  prices  would  fall  in  pro- 
portion and  we  should  trade  to  great  advan- 
tage," seems  to  me  not  very  accurate.  There 
would  at  once  be  a  stagnation  of  all  dealings, 
and  all  transactions  that  required  the  inter- 
vention of  circulating  medium  *  there  would  not 
be  sufficient  to  carry  on  the  affairs  even  of  Lon- 
don. This  must  be  evident  when  you  consider 
the  extension  of  agriculture,  commerce,  manu- 
r  factories,  population,  and  the  increased  expend!  - 

L  2 
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ture  of  almost  every  individual  since  those  days, 
the  enormous  augmentation  of  property,   and  of 
all  articles  of  use  and  consumption;  no  practicable 
rise  in  the  value  of  money  could  make  that  quan- 
tum suffice ;  no  possible   division  of  the  same 
amount  of  the  precious  metals  would  answer  ; 
and  I  am  at  a  loss  to  see  how  the  advantageous 
commerce  could  be  carried  on  which  that  cele- 
brated author  supposes  to  ensue  from  such   an 
event.     All  commerce  being   an  exchange   of 
equivalents,  the  advantage  gained  on  the  exports 
would  be  in  a  great  measure  lost  on  the  imports. 
If  he  means  that  we  should  only  export  goods, 
and  receive  bullion  in  return,  limits  to  this  would 
soon  arise  from  the  augmenting  price  of  labour, 
and  from  the  necessity  of  importing,  at  a  dear  rate, 
raw  materials  for  the  manufactories,  which  would 
soon  elevate .  the   home   prices,    also   from  the 
foreign  markets  becoming  overstocked  with  our 
produce  j  and  further,  it  is  not  to  be  conceived 
that  a  country  could  long  continue  to  trade  with 
another  upon  so  unequal  a  footing.     Such   an 
unnatural  state  of  commerce  could  not  last  long 
at  any  rate,  and  more  especially  as  the  measures 
taken  to  prevent  its  being  forced  to  an  extent 
very  prejudicial  to. other  countries  would  reduce 
it  in  a,  great  degree  to  illegitimate  traffic.     That 
ability  to  furnish  articles  of  export  at  a  cheaper 
rate,  with  reference  to  their  nature  and  quality, 
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than  your  competitors,  is  not  only  advantageous 
but  the  very  essence  of  foreign  commerce,  every 
person  \viio  lias  reflected  on  the  subject  must 
admit ;  but  a  continuance  of  the  vent  for  such 
exports  is  intimately  connected  with  reciprocity 
on  the  part  of  those  countries  with  which  you 
are  in  commercial  relation. 

Pure  gold  and  silver  must  have  been  more 
valuable  when  very  scarce,  and  in  any  currency, 
such  part  of  the  coin  as  was  composed  of 
those  metals  must  have  borne  a  proportionably 
higher  exchangeable  value :  abstractedly  you 
would  say  that  the  si2e  and  weight  of  the  coins 
must  have  been  much  less,  or  there  must  have  been 
a  greater  mixture  of  alloy  in  them,  and  a  far  more 
extensive  proportion  of  copper  or  other  inferior 
coin  in  the  currency.  In  those  early  times, 
however,  very  little  use  was  made  of  money; 
most  of  those  who  had  estates  lived  upon  them 
almost  constantly,  receiving  their  rents  in  kind  ; 
'  and  the  work  done  for  them  of  every  description 
was  paid  chiefly  in  articles  of  food,  or  materials 
for  clothing.  Farmers  made  most  articles  of 
clothing  at  home  out  of  the  hi'des  and  wool  of 
their  cattle  and  sheep ;  they  dressed  and  tanned 
them  on  their  own  premises,  and  all  the 
work  which  they  were  obliged  to  have  done 
by  the  carpenter,  blacksmith,  &c.  was  paid  for 


150 

chiefly  in  kind.  Ail  men  .of  great  landed  pro* 
perty  or  in  high  situations  had  numerous  trains 
of  retainers,  who  they  clothed  and  fed.  Thus 
in  that  backward  and  more  simple  state  of 
society  money  appeared  little,  comparatively, 
against  commodities.  The  quantity  of  animal 
food  too  in  the  country  must  have  been  great  in 
proportion  to  the  inhabitants,  as  there  was  so 
much  pasturage,  and  even  wild  herds  of  cattle 
in  many  parts, 

The  author  just   alluded  to  has  said,  re» 
ferring  to   early  times,  "that  prices  can  only 
be  ascertained  by  articles  appearing  in  market 
against  money."    But  it  would  seem  that  the 
foundation  of  the  money  prices  must  have  been 
the    terms    of   barter.      In   fact   money   then 
entered  so  little  iqto  the  ordinary  transactions 
oi  life   that  the    majority  of  them  were    car- 
ried on  by  barter.     Now  it  is  the  iqterchange 
of  commodities  which  constitutes  the  foundation 
of  price,  and  money  is  merely  the  intermediate 
agent,  the  medium  used  for  the  more  general 
and  convenient  mode  of  expressing  that  price. 
But  if  the  exchange  of  commodities  for  money 
alone  constituted  price,  what  would  you  call  the 
operations  of  barter,  and  payments  in  kind?  If  a 
farmer  pays  his  rent  in  so  many  bushels  of  corn, 
that  is  the  price  at  which  he  holds  the  farm,  ex- 
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press  it  afterwards  how  you  will ;  if  a  labourer 
receives  so  much  corn,  so  much  wool,  so  much 
meat,  and  so  much  leather  for  shoes,  or  skin  fo? 
caps  as  his  hire,  is  not  this  the  price  of  his  la- 
bour ? 

It  is  however  said  by  the  same  author,  "  that 
in  a  country  of  simple  habits  and  customs,"  such 
as  I  have  been  just  alluding  to,  "money  is  in  few 
hands,  and  confined  chiefly  to  towns,  and  every 
thing  purchased  with  it  must  consequently  be 
dearer,  because  goods  come  so  little  in  contact 
with  it."  But  property  must  have  been  ex- 
changed for  that  money  before  it  could  be  ac- 
quired ;  that  property  must  have  been  procured 
and  alienated  at  the  barter  value,  and  at  this  value 
must  such  money  perform  the  work  of  circula- 
tion. To  suppose  one  value  in  barter  and 
another  in  money  seems  anomalous.  The  bar- 
ter value  must  be  the  foundation  of  price ; 
and  why  when  a  medium  is  made  use  of,  that 
circumstance  alone  should  raise  the  price  which 
has  already  existed  before  money  can  be  called, 
in  to  express  it,  I  cannot  understand,  though  I 
clearly  see  how  augmenting  demand  outrunning 
supply  may  do  so, 

Money  being  very  little  used,,  of  course  no 
^convenience  was  felt  from  its  bearing  a  high 


value,  that  is  from  the  little  money  there  was  in 
the  country  expressing,  even  in  the  inferior  de- 
nominations of  the  current  coin,  only  a  consider* 
able  number,  measure,  or  weight  of  commodities ; 
because  all  those  in  more  easy  circumstances 
could  purchase  and  keep  by  them  more  of  any 
particular  article  than  was  wanted  for  immediate 
use,  and  the  labouring  classes  both  in  town  and 
country  being  furnished  with  almost  every  thing 
in  kind,  a  very  small  proportion  of  their  wages  in 
the  lowest  current  coin  must  have  been  quite 
sufficient  for  all  the  purposes  to  which  they 
might  want  to  apply  money.  In  fact  there 
seenis  to  have  been  no  copper  coin  in  England 
before  the  reign  of  James  the  Firs.t. 

The  pound  sterling  containing  formerly  a 
pound  troy  of  silver,  the  division  being  as  now 
pounds,  shillings,  and  pence,  and  the  latter  con- 
taining a  penny-weight  of  silver,  the  currency 
did  not  only  then  contain  in  its  several  denomi- 
nations three  times  as  much  of  the  precious 
metals  as  now,  but  that  at  a  period  when  they 
were  so  very  much  scarcer  than  at  present ;  this 
circumstance  would  greatly  enhance  the  value  of 
the  coins ;  in  a  very  scanty  supply  they  con- 
tained three  times  more  than  our  currency  in  an 
abundant  one..  Instead  of  saying  "that  6s.  Sd. 
m  Edward  First's  reign  was  equal  to  a  pound 


153 

sterling  now,  and  inferring  from  thence  alone  a 
depreciation  in  the  current  value  of  the  precious 
metals,"  if  you  take  into  your  consideration  that 
this  6s.  Sd.  was  a  third  part  of  a  pound  of  silver, 
that  our  pound  sterling  contains  about  the  same 
quantity,  and  our  6s.  Sd.  consequently  not  more 
than  a  9th  part  of  a  pound  of  silver,  also  that 
the  supply  of  silver  was  then  so  scanty,  you  will 
find  that  the  description  of  money  in  those  times 
was  so  very  different  from  the  present,  though 
the  denominations  were  the  same,  as  scarcely 
to  bear  any  direct  comparison,  at  least  by  no 
means  an  accurate  one. 

The  inferior  quantity  of  silver  in  the  same 
denominations  now  cannot  be  said  to  have  arisen 
"  from  the  arbitrary  reduction  of  the  quantity  or 
quality  of  the  metal  contained  in  the  coins, 
arising  only  from  the  avarice  or  injustice  of 
princes  or  governments,"  but  it  has  been  chiefly 
owing  to  the  increasing  use  of  money,  the  grow- 
ing call  for  its  intervention  as  a  medium  of  ex- 
change, and  a  consequent  necessity  for  raising  the 
standard ;  and  if  so  great  an  additional  supply  of 
the  precious  metals  had  not  opened  upon  us,  the 
standard  must  have  been  raised  still  further. 

If  the  state  of  society  in  the  times  to  which 
we  allude  had  been  different,  if  there  had  been 
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to  towns  for  business  or  amusement,  if  they  had 
moved  more  from  home,  if  the  circulation  of 
property,  and  all  dealings  had  been  more  active, 
the  same  quantity  of  money  would  not  have  suf- 
ficed, because  the  system  of  barter  must  have 
been  much  diminished,  and  the  substitution  of 
a  general  medium  of  traffic  and  exchange  become 
more  common.  Still  the  scarcity  of  gold  and  silver 
would  have  upheld  their  value  ;  consequently 
the  proportion  of  these  in  the  currency  must 
have  been  greatly  diminished,  and  more  alloy  in- 
troduced: In  short,  a  more  minute  division  of 
these  metals  would  have  been  indispensable,  and 
great  use  must  have  been  made  of  copper  coin. 
This  would  only  have  been  adjusting  the  standard 
to  the  supply  of  the  metal  of  which  it  was  con-. 
stituted;.it  would  just  have  been  another  de-, 
scription  of  money  with  less  gold  and  silver  in 
it  ;  but  still  price  would  have  remained  the  same  j 
instead  of  being  referred  to  the  proportion  of  one 
commodity  against  another,  viz.  corn  against 
labour,  soap  against  wool,  iron  against  meat,  and 
so  on,  the  calling  in  the  agency  of  coin  could 
of  itself  have  altered  values, 


In  the  regular  progress  of  society  improve- 
ments of  all  kinds  took  place  gradually  ;  com- 
merce kept  increasing  j  and  the  habits  and  cus* 
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toms  of  the  country  progressively  changed.  The 
growing  demand  from  advancing  wealth  and 
population  soon  outstripped  the  supply;  real 
price  or  value  consequently  kept  augmenting ; 
and  unless  the  supply  of  currency  ha^l  been  pro- 
portionate to  the  increasing  call  for  its  agency, 
this  progress  must  have  been  checked.  But  whe- 
ther the  currency  had  more  or  less  gold  and  sil- 
ver in  it  could  not  possibly  be  of  any  conse- 
quence, provided  only  that  the  precious  metals 
formed  the  foundation,  from  whence  you  might 
safely  proceed  in  its  multiplication  when  neces: 
sary  with  a  perfect  maintenance  of  its  quality  as 
a  measure  of  value.  Whether  there  were  the 
abundant  supply  of  precious  metals  which  now 
exists,  or  whether  it  were  not  a  quarter  so  great, 
could  make  no  other  difference  than  occasioning 
an  elevation  of  the  standard ;  provided  always 
that  the  supply  was  not  so  very  scanty  as  to 
make  a  sufficient  division  of  them  for  all  the  pur- 
poses of  currency  impossible  ;  a  case  that  may  be; 
imagined ;  short  of  this,  however,  it  must  be  in- 
different. A  man  would  be  just  as  rich  with, 
twenty  thousand  a  year  •whether  the  currency 
:vliich  expressed  his  income  contained  more  al-. 
loy  or  less.  What  is  now  sold  for  a  guinea  would 
be  equally  sold  for  a  guinea  whether  this  con~< 
tained  as  much  gold  as  it  does  now,  or  only  ^ 
as  much.  On  the  other  hand,  had  gold 
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and  silver  been  more  abundant  the  standard 
must  have  been  lowered  in  proportion,  and  the 
result  would  have  been  equal. 

But  if  you  can  suppose  so  great  a  supply  of 
the  precious  metals,  as  to  exceed  the  purposes  of 
currency  after  withdrawing  all  paper  both  pub- 
lic and.  private,  notwithstanding  the  utmost 
practicable  diminution  of  their  standard  value, 
which,  for  the  sake  of  illustration,  we  may  con- 
ceive to  have  limits  in  the  size  and  weight  of  the 
coin,  then  they  would  lose  one  of  their  most  es- 
sential qualities  as  a  medium  of  exchange  ;  very 
great  inconvenience  would  'ensue,  and  a  most 
prejudicial  obstruction  to  the  course  of  commer- 
cial and  other  concerns  ;  but  the  rise  in  prices  in 
this  case  would  only  be  nominal  not  real,  and  the 
same  property  that  before  commanded  the  smaller 
sum,  requiring  then  no  more  for  its  action  and 
circulation,  would  now  command  and  require 
the  larger,  except  in  cases  of  fixed  incomes,  the 
possessors  of  which  would  of  course  suffer  much 
detriment. 

If  a  merchant  could  get  nothing  else  for  his 
exports,  and  found  no  demand  at  home  for  the 
bullion  he  had  been  under  the  necessity  of  re- 
ceiving, he  might  just  have  it  coined  into  money, 
and  he  would  require  so  much  less'  of  the  circu* 
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lating  paper,  so  that  any  imaginable  increase 
of  the  precious  metals  would  not  cause  an  aug- 
mentation of  prices,  by  excess  of  money,  till  they 
had  superseded  the  use  of  all  paper,  that  is,  all 
necessity  for  their  artificial  multiplication. 

The  operation  of  displacing  the  paper  would 
under  that  supposition  be  nearly  as  follows.  Ii' 
the  mines  of  South  America  for  example  became 
so  very  much  multiplied,  and  so  productive  as 
to  make,  gold  and  silver  a  chief  article  of  the  re- 
turns from  that  country  for  our  exports,  the 
merchant  not  rinding  a  proportionate  additional 
demand  for  bullion  at  the  Bank  must  have  it 
coined  on  his  own  account.  No  bill  transaction 
would  have  taken  place  in  the  exchange  of  the 
exported  merchandise,  as  the  price  would  have 
been  paid  in  gold.  No  credit  would  have  been 
given.  Having  given  no  credit  himself,  nor  hav- 
ing imports  to  sell  on  credit,  the  merchant  would 
of  course  not  require  so  much  discount  $  if  he 
had  received  any  before  his  returns  arrived  he 
would  take  it  up  with  gold ;  and  he  would  pay 
in  the  same  manner  for  his  future  exports.  In 
the  mean  time,  to  keep  his  money  productively 
employed  he  would  perhaps  purchase  Exche- 
quer bills  with  gold  ;  if  he  bought  any  stock  lie 
would  pay  for  it  so  likewise  ;  and  if  he  had  still 
more  gold  to  employ  lie  would  perhaps  accorn- 
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modate  bankers  with  it  upon  rather  better  terms 
than  the  Bank  could  do.  The  same  would 
be  the  case  in  degree  with  the  manufacturers 
with  whom  the  merchant  dealt ;  as  they  would 
receive  their  payments  in  gold  this  would  very 
much  lessen  the  negotiation  of  bills;  they  must 
also  find  employment  for  the  stock  of  gold  on 
hand  more  than  requisite  for  their  current  neces- 
sities ;  they  would  probably  furnish  Country 
Bankers  with  cash  more  conveniently  than  these 
could  obtain  it  from  London ;  also,  they  would 
take  to  discounting  bills  ;  and  some  of  the  more 
wealthy  of  them  might  direct  the  purchase  of 
Exchequer  bills  or  stock,  with  a  part  of  the  re- 
mittances due  to  them  by  the  London  mer- 
chants ;  of  course  their  own  payments  would  all 
be  in  gold.  Thus  gradually  would  paper  cur- 
rency disappear  ;  and  by  degrees  the  merchants 
and  their  immediate  correspondents  in  the  coun- 
try would  become  almost  the  only  bankers,  be- 
cause that  business  would  gradually  grow  les$ 
and  les&  profitable,  and  be  carried  on  chiefly  by 
those  on  whom  it  was  imposed  by  necessity,  as  a 
mode  of  employing  their  money  advantageously  ; 
they  would  advance  on  discount,  and  in  the  way 
of  accommodation  ;  and  if  they  cashed  drafts  for 
those  who  had  not  lodged  property  or  securities 
in  their  hands  yielding  an  interest,  they  would  of 
course  charge  a  premium.  By  degrees  applica- 
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tions  to  the  Bank  for  discounts  would  be  almost 
superseded,  and  that  establishment  would  find 
the  means  of  keeping  their  notes  in  circulation 
gradually  diminish.  The  taxes  would  at  last  be 
paid  chiefly  in  coin,  and  must  in  great  part  be  so 
remitted.  But  you  have  only  to  glance  at  the 
effects  to  perceive  what  an  interruption  would 
ensue  to  really  advantageous  commerce ;  what 
a  stagnation  in  all  affairs,  from  the  forced  adop- 
tion of  such  a  heavy,  cumbersome,  expensive 
medium  in- general  use ;  how  limited  would  be- 
come all  discount  and  accommodation,  and 
every  beneficial  operation  of  credit;  what  a 
diminution  of  articles,  either  of  individual  use  and 
consumption  or  necessary  for  the  vivification 
and  extension  of  our  manufactories,  as  so  many 
millions  of  property  would  be  exported  merely 
to  bring  back  circulating  medium.  In  propor- 
tion as  we  became  greater  possessors  of  gold, 
should  we  grow  poorer  in  fact ;  and  the  comforts 
and  luxuries,  in  short  the  enjoyments  of  indivi- 
duals would  gradually  decline.  Surely  this  is 
some  illustration,  though  it  may  be  a  very  imper- 
fect one,  of  the  positions,  that  when  gold  became 
very  abundant  it  would  lose  one  of  its  most 
essential  qualities  as  a  circulating  mediumr  and 
that  its  comparative  scarcity  is  necessary  to  an 
increase  of  prosperity,  and  improvement*  of  all 
kinds.  If  you  can  suppose  such  a  state  of  things, 
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there  would  be  no  opportunity  of  sending  the 
gold  to  foreign  markets,  for  the  purpose  of  pro- 
curing investments  of  merchandise  for  importa- 
tion, because  other  countries  would  be  already 
overstocked  as  well  as  ourselves.  However, 
notwithstanding  this  inordinate  influx  of  gold, 
prices  would  not  be  raised  by  it  till  all  circulating 
paper  was  displaced  ;  and  indeed  a  check  would 
arise  to  ,the  further  importation  of  gold,  when  the 
home  prices  and  transit  of  the  exports  and  that 
of  the  return  cargo  amounted  to  as  much  as  the 
value  of  the  gold  given  for  them  at  the  place  of 
their  destination. 

Upon  the  whole  it  appears  to  me  quite  clear 
that  the  true  cause  of  a  diminution  in  the  value 
of  money,  or  in  other  words  an  augmentation  of 
money  prices,  does  not  lie  in  the  increased  quan- 
tity of  the  medium  of  exchange;  that,  generally 
speaking,  for  I  do  not  allude  to  excessive  issues, 
cannot  be  considered  even  as  a  secondary  cause, 
it  is  merely  an  effect;  but  an  augmenting 
demand  beyond  the  proportion  of  supply  affords 
the  solution. 

Before  closing  this  section  I  will  remark- 
up  on  two  or  three  observations  of  a  celebrated 
author,  which  are  not  foreign  to  this  part  of  the 
subject. 
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He  says,  "  That  gold  and  silver  flow  into  the 
richer  country  because  like  other  things  they  get 
the  best  price  there."  But  how  can  this  be  ? 
What  price  can  they  get,  generally  speaking,  but 
the  Mint  price  ?  And  is  not  the  value  of  money, 
or  in  other  words  the  current  value  of  gold  and 
silver,  lowest  in  the  richer  country  where  every 
thing  is  dearest  ? 

He  further  says,  in  1775,  "that  in  Poland  the 
increasing  price  of  corn,  without  any  change  in 
the  general  state  of  society  there,  proved  a  fall 
in  the  value  of  silver  from  an  increased  abun- 
dance of  it.  But  surely  this  advance  in  the  price 
of  corn  may  be  accounted  for  by  foreign  de- 
mand for  that  article,  and  the  high  prices  paid 
in  the  importing  countries;  in  those  it  would 
of  course  be  sold  for  the  highest  prices  of  dear 
times,  when  alone  it  could  find  a  vent,  at  least- in 
England ;  now  these  would  much  exceed  the 
average  home  prices,  cost  of  transit  and  a  remu- 
nerating profit;  consequently  the  higher  rate  at 
which  corn  sold  in  Dantzig  would  arise  from 
these  circumstances,  and  not  from  an  excess  of 
silver  in  that  country ;  the  fall  in  its  value  would 
t?e  an  effect  not  a  cause. 

Again  he  says,  "  The  value  of  the  precious 
M 
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metals  must  be  lower  in  Spain,  because  they 
come  from  that  country  to  the  other  parts  of 
Europe  loaded  with  the  expenses  of  freight,  in- 
surance^ &c."  But  surely  this  is  not  just  rea* 
soning*  The  quantity  of  precious  metals  imported 
into  Spain  from  America  are  far  greater  than 
wanted  for  circulation ;  but  other  articles  of  use 
and  consumption  are  wanted,  and  this  article  of 
merchandise  is  exported  to  bring  them  in.  How 
can  an  excessive  quantity  of  gold  and  silver  be 
forced  into  circulation  ?  The  importers  will  not 
do  so,  nor  the  dealers  in  money ;  and  if  a  part 
of  the  government  revenue  expended  in  Spain 
comes  from  America,  that  would  be  just  so 
much  additional  excitement  to  industry.  There 
may  be  less  paper  money  in  Spain,  as  the  pre- 
cious metals  form  necessarily  so  large  a  part  of 
the  imports  from  the  colonies,  and  indeed  from 
the  system  of  credit  being  there  so  circum- 
scribed ;  but  in  fact  prices  are  not  proportionabl y 
higher  there  than  in  most  other  countries  simi- 
larly situated  as  to  general  commerce,  progress  of 
society,  &c.  Spain  has  declined  in  manufactures, 
and  not  advanced  in  agriculture  much  since  the 
discovery  of  America,  because  the  government, 
deriving  a  considerable  revenue  direct  from  that 
country,  has  neglected  to  encourage  domestic 
industry  as  much  as  it  would  otherwise, have 
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done ;  and  individuals  have  turned  their  views, 
at  least  the  most  active  and  industrious  of  them, 
to  the  colonies,  there  to  acquire  wealth  more 
rapidly ;  also  the  state  of  society  has  been  very 
repugnant  to  industry  and  exertion ;  the  rem- 
nants of  the  feudal  system,  the  inquisition,  and 
the  dominion  of  the  clergy,  the  immense  landed 
possessions  of  the  crown,  the  clergy  and  the 
nobles,  all  very  carelessly  and  negligently  ma- 
naged, these  circumstances  combine  with  many 
others*  to  keep  the  country  in  an  indolent  and 
beggarly  state ;  but  this  condition  cannot  justly 
be  attributed  to  the  more  easy  acquisition  of 
gold  and  silver,  because  these  come  at  as  dear  a 
rate  into  Spain  as  into  any  other  country,  and 
individuals  could  not  afford  to  import  them 
unless  they  gained  upon  the  transaction ;  with 
respect  to  the  portion  remitted  to  the  govern- 
ment as  revenue,  that  in  its  immediate  applica- 
tion must  as  I  have  just  observed  rather  be 
beneficial  to  industry  than  otherwise.f 

*  I  say  nothing  of  the  expulsion  of  the  Jews  and  Maura?  - 
ques,  because  that  took  place  so  long  ago,  that  there  has 
b«en  more  than  ample  time  to  have  recovered  from  the  tem- 
porary check  to  industry,  which  those  impolitic  measures 
occasioned,  had  the  government  and  institutions  been  of  a 
liberal  and  fostering  nature,  and  conducive  to  industry  and 
exertion. 

f  A  Supplement  to  this  Section  will  be  found  at  the  end. 
M2 


SECTION  XI. 

AMONGST  the  many  writers  on  such  subjects 
there  has  been  a  great  variety  of  opinion  re- 
specting the  use  made  of  bullion  by  merchants. 
As  an  article  of  commerce  it  cannot  be  profitable, 
because,  generally  speaking,  it  will  not  fetch 
more  than  the  Mint  price*  whereas  other  articles 
imported  will  sell  at  a  profit.  If  a  merchant 
disposed  of  his  exports  for  more  than  their 
prime  cost,  and  received  bullion  in  payment,  hi* 
profit  would  only  be  single  j  but  if  he  employed 
the  whole  amount  of  his  receipts  in  purchasing 
goods  for  importation  he  would  gain  upon  these 
also,  and  his  profit  would  be  twofold. 

In  rectifying  low  exchanges  buDion  would  be 
exported  at  a  loss  till  they  should  fall  below 
the  cost  of  transit,  and  even  then  it  might  in 
some  cases  be  more  profitable  to  the  merchant 
to  export  commodities  for  that  purpose ;  indeed 
low  exchanges  always  act  as  an  encouragement 
to  exportation,  in  proportion  to  the  profit  made 
by  realizing  credits  in  the  debtor  country  with 
the  depreciated  bills;  but  to  this  there  are 
limits  in  the  extent  to  which  foreign  markets  can 
receive  our  commodities.  When  no  more  of 
these  can  be  exported  without  overstocking  those 
markets,  then  the  exportation  of  bullion  takes 
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place,  as  the  only  means  left  to  prevent  a  further 
depression  of  exchange.  That  this  must  fre- 
quently happen  seems  very  clear,  because  a  fall 
of  exchange  is  generally  attributable  to  an  excess 
of  importation  beyond  exportation,  which  im- 
plies that  there  is  no  further  vent  at  the  time 
for  6ur  exportable  articles. 

The  doctrine  that  low  exchanges  are  much 
acted  upon  by  a  reduction  in  the  total  amount 
of  currency,  occasioned  by  the  necessity  which 
the  Bank  is  under  of  withdrawing  notes  from 
circulation,  when  the  market  price  of  gold  rises 
owing  to  the  increased  demand  for  exportation, 
seems  very  questionable.  This  can  only  mean 
that  a  reduction  in  prices  must  ensue,  and  a 
consequent  encouragement  to  exportation.  But 
this  rise  in  the  value  of  money  is  not  a  real  di- 
minution of  price  as  I  have  before  remarked ; 
and  the  contraction  must  have  proceeded  very 
far  and  lasted  long  before  it  can  produce  such 
an  effect.  At  all  rates,  even  supposing  for  the 
sake  of  argument  that  this  doctrine  were  just, 
the  presumed  advantages  would  be  much  coun- 
terbalanced, by  the  pernicious  consequences  to 
the  commercial  class  of  this  sudden  and  great 
contraction  of  the  currency,  which  of  course 
implies  a  very  considerable  diminution  of  dis- 
counts ;  thus  the  operations  of  commerce  would 
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be  greatly  impeded,  and  how  that  is  to  have  $ 
good  effect  upon  exchanges  I  am  at  a  loss  tq 
understand. 

•'•#'-  Many  have  also  contended,  that  limits  are 
imposed  to  the  vibration  of  exchanges  by  the 
expense  of  transporting  bullion  to  the  creditor 
country;  and  there  are  found  competent  autho- 
rities on  the  other  side  of  this  question,  which  is 
a  very  material  one,  as  it  is  much  connected 
with  a  rise  in  the  market  price  of  gold.  Now 
it  would  certainly  seem,  that  in  an  ordinary 
tranquil  state  of  commerce,  when  the  exchange 
is  affected  solely  by  temporary  fluctuations  in 
the  balance  of  trade,  the  limits  just  alluded  to 
may  be  the  true  ones.*  But  several  other  pir- 
cumstances  have  great  influence  upon  exchanges 
as  is  well  known,  and  they  may  keep  them  down 
so  long,  as  to  occasion  a  very  considerable  de- 
mand for  bullion,  which  can  only  cease  as  ex- 
changes recover  by  the  removal  of  those  ex- 
traneous causes.  It  will  not  be  misplaced  to 
state  some  of  the  most  prominent  of  thesq.  The 

*  As  long  as  the  exchange  is  at  par  our  merchants'  bills  will 
be  of  equal  value  on  the  Continent  with  bullion  3  but  it  does 
not  follow  that  the  money  prices  of  goods  are  equal  in  both 
countries  :  they  may  be  dearer  in  one  country  than  another 
from  various  causes.  Here  then  we  see  again  that  the  gold 
prices  of  articles  are  unequal,  though  the  contrary  is  main- 
tained by  some  great  authorities  as  a  general  principle.  - 


occupation  by  hostile  armies  of  a  country  with 
which  our  merchants  are  in  relation,  may  not 
only  interrupt  that  part  of  our  export  trade,  but 
by  contributions  and  other  exactions  prevent  the 
foreign  merchants  from  fulfilling  their  obliga- 
tions with  the  accustomed  punctuality;  a  more 
severe  effect  of  this  description  may  ensue  from 
more  than  ordinary  hostile  feelings  in  sovereigns, 
which  may  induce  them  to  prohibit  intercourse 
with  us,  even  to  prevent  their  subjects  from 
paying  their  debts  to  our  merchants,  and  a  si- 
multaneous consequent  interruption  of  all  the 
operations  of  the  bill  brokers,  or  middle  men, 
who  employ  large  capitals  in  purchasing  bills, 
and  in  operations  of  exchange,  which  have  a 
tendency  to  preserve  the  equilibrium ;  the  in- 
terruption of  direct  correspondence  and  com- 
munication ;  the  destruction  of  many  commer- 
cial houses,  or  the  suspension  of  their  business ; 
the  circuitous  routes  which  exported  goods  are 
obliged  to  take  ;  war  with  a  country  that  was  a 
great  customer  for  our  exports,  with  which  the 
balance  of  trade  was  always  greatly  in  our  favour, 
and  whose  remittances,  from  being  chiefly  cir- 
cuitous, produced  a  favourable  effect  upon  the 
exchanges  in  other  quarters  of  our  commercial 
intercourse  j  the  extension  of  credit  that  our 
merchants  are  sometimes  induced  to  give,  upon 
the  recovered  freedom  of  a  country  from  hostile 
invasion  in  the  fluctuations  of  war,  when  at  the 
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same  time  their  own  payments  are  more  prompt ; 
great  foreign  expenditure  occasioning  the  ba, 
lance  of  payments  to  be  against  us;  in  time  of 
war  the  large  sums  paid  to  foreigners  for  freight- 
age may  have  some  effect ;  a  notorious  debase- 
ment of  the  standard  coin,  or  a  depreciation  of 
the  currency  from  excess  cannot  fail  to  turn  the 
exchange  against  a  country,  because  the  amount 
of  such  depreciation  will  always,  in  adjusting 
accounts,  be  added  to  the  par  of  the  country  in 
which  it  has  taken  place,  and  thus  the  computed 
exchange  may  be  unfavourable  even  when  the 
real  exchange  is  the  contrary.  Such  are  some 
of  the  chief  causes ;  there  are  many  minor 
ones  y  and  the  ramifications  are  numerous,  per- 
haps so  subtile  as  to  escape  research,  at  least 
it  would  appear  so,  and  likewise  that  the  whole 
subject  of  exchanges  is  extremely  intricate,  be- 
cause it  has  long  given  rise  to  much  conflict  of 
opinion,  and  scarcely  any  two  writers  are  quite 
agreed  upon  the  whole  matter, 

Some  incline  to  think  that  balance  of  pa}% 
ments  in  contradistinction  to  balance  of  trade  is 
quite  erroneous.  The  substance  of  their  rea- 
soning seems  to  be,  that  all  commerce  is  an  in* 
terchange  of  equivalents ;  that  payments  for  go- 
vernment foreign  expenditure  is  nothing  more 
than  a  species  of  commerce  ;  and  consequently 
Included  in  the  doctrine  of  equivalents.  Nothing 
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can  be  more  just  than  this  to  a  great  extent,  but 
even  were  it  so  entirely,  it  seems  as  if  the  balance 
would  be  still  against  us  on  such  occasions,  that 
is  the  bills  drawn  upon  England  would  exceed 
those  payable  to  her.  A  great  part  of  such  foreign 
expenditure  is  certainly  accomplished  by  the 
exportation  of  commodities  to  make  good  sub- 
sidies, to  furnish  with  stores  and  supply  with 
subsistence  our  fleets  and  armies  abroad,  and 
perhaps  to  provide  a  part  of  their  pay  and  com- 
missariat expenditure  ;  but  as  there  are  limits  to 
exportation  in  ordinary  commerce,  so  there  will 
be  in  this  case,  and  you  will  be  under  the  ne^ 
cessity  of  liquidating  the  remaining  balances, 
after  the  vents  for  your  exports  cease,  by  the 
transmission  of  bullion.  Unquestionably  the 
services  are  an  equivalent  for  the  whole  of  fo^ 
reign  expenditure,  but  this  may  be  more  properly 
termed  an  indirect  one,  in  contradistinction  to 
the  direct  equivalent  by  the  return  of  commo^ 
dity  for  commodity  or  bullion  to  liquidate  a 
balance.  Exports  to  pay  subsidies  interfere  with 
the  regular  commerce,  in  as  far  as  there  is  no  return 
for  the  commodities  so  exported,  though  they 
serve  to  stock  the  foreign  markets  unless  the 
exports  consist  of  warlike  stores;  but  not  so  when 
articles  of  use  or  consumption  are  exported  for 
our  armies  abroad,  because  they  must  be  con- 
sidered as  extra  consumers  in  the  countries  to 
which  such  articles  are  sent.  The  disadvantage 
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to  the  regular  commerce  in  the  former  case  is 
riot  without  some  compensation,  in  the  foreign 
demand  thus  occasioned  for  articles  produced  by 
us  and  for  our  labour ;  but  it  cannot  be  accurate 
to  say,  as  some  have,  that  such  exportations  are 
injurious,  by  reducing  the  stock  of  our  ex- 
portable articles,  because  this,  from  our  improve- 
ments in  machinery,  skill,  and  division  of  labour, 
very  soon  rises  to  the  demand. 

In  as  far  as  foreign  expenditure  is  accom- 
plished by  exportation,  the  evils  of  increasing 
taxation  to  provide  for  it  are  greatly  counter- 
balanced by  the  additional  excitement  to  in- 
dustry  thus  occasioned,  and  by  the  benefits  ac- 
cruing to  the  commercial,  'manufacturing,  and 
agricultural  classes,  which  are  infinite  in  their 
ramifications.  Thus  far  it  is  nearly  the  same  as 
if  this  expenditure  were  confined  within  the 
limits  of  the  empire ;  even  when  the  trans- 
mission of  bullion  becomes  necessary  this  must 
have  been  first  imported  in  return  for  commo- 
dities ;  so  that  the  disadvantages  of  foreign  ex- 
penditure, excepting  as  they  affect  the  exchanges, 
have  been  usually  much  exaggerated. 

A  fall  of  exchange  cannot  be  considered  a 
high  valuation  of  foreign  currency  and  a  low  one 
of  ours,  as  it  has  frequently  been  ;  but  just  an  ex- 
cess of  our  bills ;  this  may  happen  when  our  cur- 
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rency  is  in  a  sound  state ;  and  of  course  it  cannot 
imply  a  depreciated  estimate  of  it  in  that  case. 

Those  who  remark  that  low  exchanges  and 
augmenting  prices  cannot  exist  together,  can 
only  mean,  that  in  cash  payments  such  a  con- 
traction of  the  currency  takes  place  when  the 
market  price  of  bullion  rises  as  to  force  that 
down,  and  to  prevent  the  price  of  commodities 
from  rising,  though  they  might  from  other  causes 
have  that  tendency ;  but  were  this  doctrine 
accurate,  which  I  much  doubt,  the  general 
effects  would  be  very  prejudicial  as  I  have  re- 
marked more  than  once  ;  it  is  just  forcing  down 
prices  by  an  unnatural  rise  in  the  value  of  money, 

SECTION  XII. 

I  CANNOT  refrain  from  noticing  here  the  ce- 
lebrated controversy  which  arose  out  of  the 
Report  of  the  Bullion  Committee :  On  the  one 
hand  it  was  argued,  that  the  then  existing  very 
low  exchanges,  and  the  extraordinary  high  price 
of  bullion  were  evident  indications  of  a  de- 
preciation  of  the  currency  by  excess  ;  which  was 
supposed  to  have  happened  in  consequence  of 
the  long  continued  restriction  of  cash  payments. 
This  side  of  the  question  was  very  ably  sup- 
ported ;  and  though  the  opponents  displayed 
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considerable  ability,  and  adduced  ample  reasons 
for  the  great  and  sudden  fall  of  exchanges  in 
1808-9,  yet  they  left  their  case  very  short,  and 
did  not  account  satisfactorily  for  the  extraor- 
dinary rise  in  bullion,  and  a  more  protracted 
duration  of  low  exchanges  than  had  ever  before 
taken  place.  The  solution  of  these  two  cir- 
cumstances is  I  think  to  be  found  in  the  re- 
striction itself,  not  as  necessarily  causing  a  de- 
preciation of  the  currency,  but  from  the  essential 
nature  of  paper  currencies  though  with  respect 
to  amount  they  may  be  in  the  soundest  state. 

I  have  before  remarked  that  under  a  restric- 
tion of  cash  payments  gold  becomes  a  mere 
commodity,  liable  as  all  others  to  the  fluctuations 
attendant  upon  supply  and  demand,  with  this 
exception  only,  that  its  minimum  is  about  the 
Mint  price,  the  Mint  being  always  open  for  gold 
coinage ;  but  there  is  no  check  upon  its  eleva- 
tion; there  are  no  guineas  to  export  or  melt 
down  ;  nor  is  there  any  necessity  for  a  contrac- 
tion of  that  paper  currency  which  comes  chiefly 
in  contact  with  gold  in  the  market ;  these  in- 
direct checks  are  entirely  removed  ;  and  as  long 
as  the  demand  for  gold  keeps  augmenting,  the 
market  price  will  of  course  continue  to  rise.  At 
first  indeed  this  effect  will  not  be  apparent,  be- 
cause a  large  quantity  of  guineas  will  still 
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remain  in  the  country  ;*  but  in  proportion  as 
they  disappear  it  will  be  more  visible,  and  when 
they  are  quite  gone  then  gold  becomes  an  essen- 
tially fluctuating  commodity.  The  supply  too 
will  necessarily  fall  off,  no  more  being  wanted 
for  coinage,  and,  as  long  as  a  good  home  market 
exists  for  foreign  articles  of  use  or  consumption, 
merchants  naturally  preferring,  in  case  of  fa- 
vourable exchanges,  to  import  these  rather  than 
bullion. 

Now,  the  high  price  of  bullion  is  a  great  im- 
pedimentf  to  the  rectification  of  low  exchanges  j 

*  It  has  been  said,  that  in  1790,  91,  92,  great  expor- 
tations  of  bullion  or  specie  took  place  without  affecting  the 
market  price  j  but  it  must  be  recollected  that  this  happened 
whilst  in  a  course  of  cash  payments,  and  that  specie  formed 
a  considerable  portion  of  the  exportation.  Also  it  is  said 
that  in  1803,  4,  5,  the  East  India  Company  exported  a  large 
quantity  of  bullion  without  a  great  rise  in  the  price  $  but 
the  stock  of  gold  had  not  yet  entirely  disappeared,  and  the 
exchanges  were  favourable  ;  still  the  market  price  was  above 
the  Mint  price  the  whole  of  that  time. 

f  This  circumstance  forms  one  of  the  many  objection* 
against  a  suspension  of  cash  payments,  and  is  a  set-off  against  - 
the  advantages  accruing  from  the  avoidance  of  sudden  great 
contractions  in  the  currency  and  a  consequent  diminution  of 
discount  and  accommodation,  and  from  the  protection  af- 
forded  to  the  Bank  against  excessive  drains  of  cash,  which 
in  times  like  those  we  have  lately  experienced  might  pro- 
duce the  most  fatal  effects. 
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because,  not  only  the  cost  of  transit,  which 
during  the  war  was  called  upon  an  average 
7  per  cent,  is  to  be  considered,  but  the  whole* 
difference  between  the  Mint  and  market  price 
of  gold ;  in  the  year  1809,  guineas  having  long 
disappeared,  this  difference  was  somewhere  about 
15  per  cent. ;  add  these  two  per  centages  to- 
gether, and  you  will  find,  that  till  exchanges 
fell  to  more  than  22  per  cent,  they  could  not 
have  been  remedied  by  the  transmission  of 
bullion,  except  at  an  additional  loss  to  the  ex- 
porters ;  and  the  causes  which  occasioned  the 
great  depression  of  exchanges  still  continuing  to 
operate,  no  sooner  would  these  have  been  re- 
stored by  the  transmission  of  bullion  than  they 
would  have  fallen  back  again ;  and  every  repe- 
tition of  effort  thus  to  recover  the  equilibrium 
would  have  enhanced  the  price  of  gold,  conse- 
quently the  loss  of  our  merchants. 

Admitting  these  consequences  to  be  essen- 
tially inherent  in  a  paper  currency,  the  evident 
inference  is,  that  a  comparison  between  the 
market  prices  of  gold  in  the  country  which  has 
adopted  it  and  those  of  other  countries  cannot 
be  taken  as  a  criterion  in  any  way,  but  that 
whatever  sum  may  be  gained  by  foreigners,  in 
purchasing  our  government  or  commercial  bills 
>yith  their  market  gold,  must  be  set  down  to  the 
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account  of  real  exchange,  unless  depreciation  is 
otherwise  proved. 

I  am  far  from  meaning  that  a  depreciation 
in  the  currency  will  not  affect  the  exchange  and 
price  of  bullion :  it  must  evidently  do  so,  be- 
cause the  term  can  have  but  one  meaning, 
namely,  that  the  currency  has  fallen  below  its 
standard  and  Mint  value ;  but  then  this  depre- 
ciation must  be  evident.  In  king  William's 
reign  it  was  so ;  the  standard  coin  was  debased, 
and  the  extent  of  debasement  was  notorious ; 
the  same  with  the  paper  money  in  Portugal ;  the 
want  of  confidence  in  the  security  upon  which 
it  was  founded,  caused  it  to  pass  notoriously, 
and  in  all  transactions  at  a  discount ;  the  French 
assignats  the  same ;  but  things  were  then  in 
such  an  unsettled  state  in  France,  there  was 
such  a  complete  destruction  of  all  confidence 
and  credit,  and  the  whole  country  had  gone  so 
completely  mad  together,  that  I  look  upon  that 
period  as  one  from  which  no  inference  or  ex* 
ample  can  be  taken  ;  a  total  want  of  confidence 
also  destroyed  the  credit  of  the  American  paper 
currency.  With  us  none  of  these  circumstances 
of  notoriety  existed  \  still  I  most  readily  admit 
here,  as  I  have  done  before,  that  under  the  best 
securities,  and  in  the  highest  state  of  confidence 
and  credit,  the  currency,  under  a  restriction, 
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may  become  depreciated  by  excess;*  but  this 
can  have  no  effect  on  the  exchange,  as  long  as 
the  confidence  and  credit  remain  entire,  and 
depreciation  is  not  notorious  by  a  regular  dis- 

*  It  has  been  said  that  the  Bank  of  England  notes 
became  depreciated  by  excess  soon  after  its  first  establish- 
ment. Now  at  that  period  the  standard  coin  was  notoriously 
debased  by  wear  and  clipping,  and  of  course  the  notes  con- 
vertible into  that  currency  would  partake  of  this  debasement 
or  depreciation,  and  the  market  price  of  bullion  rise  in  pro- 
portion j  but  it  would  be  very  difficult  to  establish  whether 
any  part  of  the  depreciation  attached  exclusively  to  the  notes  j 
in  the  one  case  it  was  notorious,  in  the  other  it  must  neces- 
sarily be  vague  and  indefinable.  As  it  is  said  there  was  no 
want  of  confidence  in  the  solidity  of  the  Bank,  I  cannot  see 
whence  the  depreciation  of  their  notes  could  arise,  except 
from  a  debasement  of  the  coin  into  which  they  were  con- 
vertible. This  case  constituted  what  at  first  sight  might 
appear  to  be  an  anomaly  ;  the  Bank  continuing  at  least  an 
ample  system  of  discount  and  accommodation,  some  say  one 
of  excessive  issues,  though  in  cash  payments  with  the  market 
price  of  gold  enormously  high.  It  would  seem  that  this  can 
only  be  accounted  for,  by  the  Bank  not  being  obliged  to  cash 
their  notes  in  guineas,  but  in  silver  coin,  the  then  standard, 
which  was  so  debased  as  not  to  be  worth  more  in  the  market 
than  the  note  which  expressed  it.  This  circumstance  would 
of  course  remove  in  a  great  measure  the  control  upon  exces- 
sive issues,  very  much  in  the  same  manner  as  a  restriction  ; 
therefore  the  Bank  undoubtedly  might  have  exceeded  in  this 
respect,  though,  for  the  reasons  above  stated,  it  must  have 
been  extremely  difficult  to  ascertain  that  it  was  so,  if  not 
impossible.  The  re-establishment  of  the  credit  of  the  notes 
the  nece5?ary  consequence  of  the  new  coinage,  because . 
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count  on  the  notes  of  the  national  bank  ;  except 
perhaps  some  little  effect  from  too  great  an 
elevation  of  home  prices,  which  might  prevent 
foreigners  from  purchasing  English  bills,  till 
by  a  comparison  of  our  wholesale  prices  with  their 
prices  current  they  found  they  could  apply  the 
credits  obtained  advantageously  to  the  import  of 
English  goods ;  but  as  our  prices  have  always 
been  higher  than  those  on  the  continent,  this  cal- 
culation might  have  something  of  a  similar  effect 
even  in  cash  payments,  because  bills  are  not  com- 
monly bought  up  for  the  purpose  of  realizing 
them  here  in  bullion,  the  gain  on  which,  generally 
speaking,  when  you  deduct  the  cost  of  transit, 
would  be  very  trifling ;  and  at  all  rates,  as  long 
as  our  wholesale  prices  admit  of  exportation  by 
our  merchants  at  a  profit,  foreigners  might  eqffalty 
export  from  this  country  with  advantage.  Now, 

then  they  expressed  the  real  standard  value.  As  the  calling 
in  the  old  coin  occasioned  a  temporary  scarcity  of  money,  it 
became  of  course  for  a  time  difficult  for  the  Bank  to  be  pro- 
vided with  d,  sufficiency  for  cashing  their  notes  on  demand, 
and  imposed  upon  them  the  necessity  of  contracting  the 
number  of  these.  This  must  have  been  the  Case  whether 
their  issues  had  been  excessive  of  not ;  and  if,  after  the 
new  coinage  was  completed,  arid  put  into  full  circulation, 
the  Bank  did  not  return  to  the  former  extent  of  issues,  tha^ 
might  as  well  be  attributed  to  the  alarm  which  had  been 
occasioned  to  them  in  struggling  through  the  difficulties 
above-mentioned,  as  to  a  consciousness  of  previous  excess. 

N 


that  the  Bank  of  England  notes  never  did  cir- 
culate at  a  discount,*  and  that  our  home  'whole- 
sale prices  never  did  attain  such  an  elevation  as 
to  interfere  with  profitable  exportation  is  noto- 
rious ;  therefore,  I  cannot  see  any  force  in  the 
assertion,  that  exchanges  were  gradually  lowered 
by  the  gradual  depreciation  of  our  currency,  and 
kept  down  by  a  similar  cause. 

There  was  a  certain  coincidence  discovered 
at  one  time  between  the  exchanges  and  the 
market  prices  of  gold ;  and  an  inference  implied 
at  least,  that  the  depression  of  the  former  must 
bear  an  almost  exact  relation  to  the  elevation  of 
the  latter,  consequently  our  currency  was  con- 
cluded to  be  by  so  much  depreciated.  But  that 
^S»»t  concurrence  must  surely  have  been  acci- 
dental, because  the  market  prices  of  gold  never 

*  1  do  not  mean  a  shop-keeper  selling  cheaper  for 
guineas  than  notes  when  the  market  price  of  gold  is  high. 
This,  as  I  have  before  said,  is  merely  a  speculation  in  gold  ; 
just  purchasing  guineas  to  melt,  or  sell  for  melting  or  ex- 
portation j  and  as  to  bank  notes  passing  on  the  Continent 
for  less  than  the  value  expressed  in  them,  that  must  neces- 
sarily be  so  whenever  the  exchange  was  against  us.  Out 
of  this  country  they  could  only  be  considered  as  other  bills 
of  equal  credit  in  the  market.  A  merchant's  bill  engages 
to  pay  to  the  presenter  of  it  a  certain  sum  in  our  currency, 
and  a  Bank  of  England  bill  does  no  more.  This  is  equally 
the  case  in  cash  payments,  as  under  a  restriction. 
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can  form  the  criterion  by  which  to  regulate  the 
par  of  exchange,  and  in  neither  case  does  the 
inference  appear  correct.  In  theory  it  would 
seem  perhaps  at  first  sight,  that  under  a  restric- 
tion of  cash  payments,  after  guineas  had  entirely  ~ 
disappeared,  'the^market  price  of  gold  would  rise  1  /'£ 
fi  on  the  average  as  much  as  exchanges  fell ;  %that  is  A  *** 
suppose  the  exchange  falls  to  7  per  cent!  below 
par,  which  was  the  average  cost  of  transit  in  the 
war,  merchants  would  begin  to  export  bullion  if 
it  should  be  then  at  the  Mint  price ;  and  if 
exchanges  fell  still  more,  the  merchant  would 
give  a  proportion  ably  higher  price  for  bullion  to 
restore  the  equilibrium..  But  this  would  be  just 
the  price  of  bullion  following  the  course  of 
exchange,  and  not  the  latter  acted  upon  by  the 
former.  In  point  of  fact,  however,  this  theory 
is  not  sound ;  because,  under  a  restriction,  gold 
having  become  almost  a  mere  commodity,  will 
never  be  at  the  Mint  price,  unless  the  supply  in 
the  market  should  occasionally,  and  almost  acci- 
dentally you  may  say,  much  exceed  the  demand  ; 
and  of  course  the  difference  between  the  Mint 
and  market  price,  caused  by  the  restriction, 
would  disturb  the  accuracy  of  the  supposed  cor- 
respondent vibration  between  the  latter  and  the 
exchange.  Even  in  cash  payments  there  always 
exists  a  difference  between  the  prices  of  gold 
that  can  and  cannot  be  sworn  off  for  exporta- 

N  2 
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tioii,  and  a  trifling  elevation  of  the  market  price 
arisel  also  from  the  allowed  debasement  by  wear 
of  our  gold  coin  ;  these  joint  causes  amount  to 
about  5 -f  per  cent.  Will  it  be  said  then  that 
even  in  cash  payments,  with  our  excellent  law  of 
security  against  debasement  in  the  standard  coin, 
there  may  be  a  computed  exchange  against  us 
on  the  score  of  depreciation  ?  But  this  must  be 
admitted  if  the  market  price  of  gold  is  to  be  taken 
by  foreigners  as  their  criterion  for  regulating  the 
par.  Moreover  it  is  well  known,  that  occasion- 
ally even  in  cash  payments,  the  market  price  of 
gold  has  risen  above  the  Mint  price  for  a  time 
(whether  long  or  short  has  nothing  to  do  with 
the  present  section  of  the  argument)  when 
exchanges  fell,  and  the  demand  for  exportation 
increased.  Indeed,  this  must  be  so,  because  the 
exportation  of  the  coin,  or  melting  it  will  not  be 
risked  till  a  rise  has  taken  place  in  the  bullion 
market ;  and  under  a-  restriction  of  cash  pay- 
ments, even  were  a  reduction  in  the  amount  of  the 
currency  to  take  place,  the  price  of  gold  will  be' 
subject  to  far  greater  fluctuations.  Now,  what 
instability  and  confusion  would  ensue  in  all  com- 
mercial transactions  were  the  par  of  exchange  to 
be  rendered  thus  unsteady.  It  seems  to  me  that 
the  par  once  fixed  at  the  Mint  estimate  of  each 
currency,  or  in  other  words,  according  to  the 
quantity  of  precious  metals  contained  in  the 
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standard  coins  when  fresh  from  the  Mint,  must 
necessarily  remain  so,  unless  an  alteration  should 
take  place  in  any  of  these  standards  ;  and  that  all 
variations  must  be  considered  as  arising  out  of 
the  state  of  the  exchange,  and  not  at  all  referable 
to  the  market  price  of  such  precious  metal  as 
composes  the  standard  coin.  Because,  though 
in  quiet  ordinary  times,  and  in  cash  payments^ 
the  market  price  of  gold  is  the  best  criterion  of  the 
sound  state  of  our  own  currency,  yet  it  cannot  be 
considered  as  an  unerring  one  for  the  reasons 
already  given. 

The  very  ground-work  of  commercial  trans- 
actions I  should  imagine  is  a  fixed  par  ;  the  vari- 
ations from  this  are  easily  dealt  with ;  but  any 
vibration  in  the  par  itself  would  turn  the  whole 
foundation  into  a  quicksand.  What  is  the  com- 
puted exchange  in  case  of  notorious  depreciation, 
but  an  addition  to  the  par  in  favour  of  the 
adverse  dealer*  to  the  amount  of  such  deprecia- 
tion ?  The  par  still  remains  as  the  fixed  point, 
and  the  per  centage  which  is  taken  credit  for  on 
the  score  of  depreciation  is  just  so  much 
exchange  computed  against  the  country  in  which 


*  Whether  this  takes  place  directly  in  transactions 
between  individual  merchant?,  or  whether  it  operates  indi- 
rectly in  the  bill  market,,  the  same  reasoning  applies. 
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that  depreciation  exists.  If  exchanges  gradually 
fall  without  the  existence  of  any  of  those  ostensible 
causes  which  are  known  to  operate  such  effects, 
arid  bullion  keeps  rising  more  than  might  be 
expected  even  under  a  restriction  of  cash  pay- 
ments, then  it  may  be  presumed  that  foreigners 
become  suspicious  of  the  state  of  the  currency* 
and  similar  suspicions  may  not  unjustly  arise  at 
home.  But  this  feeling  on  the  part  of  foreigners 
must  in  that  case  be  manifested,  either  by  a  com- 
puted addition  to  the  par  in  their  favour  as 
above  mentioned,  or  by  an  open  discredit  on  that 
score  of  English  bills  in  the  market.  These  facts 
must  then  be  evident,  well  known  to  all  the  com- 
mercial men  and  Government  agents,  and  no 
longer  a  matter  of  inference  or  conjecture.  But 
whence  is  to  arise  this  suspicion,  of  the  currency 
on  the  part  of  foreigners  ?  In  the  case  supposed, 
that  must  with  them  have  been  the  cause  and 
not  the  consequence  of  a  fall  in  the  exchange. 
Confidence  in  the  stability  of  the  country,  and 
in  the  security  of  the  Bank,  as  well  as  in  our 
general  commercial  credit  remaining  entire,  what 
is  to  operate  on  the  mind  of  foreigners  in  the 
respect  just  alluded  to  ?  The  price  of  gold. 
That  I  should  not  think  probable,  for  the  reasons 
already  adduced,  and  more  especially  as  upon 
mature  reflection  they  would  see  how  extremely 
difficult  it  is,  or  rather  how  impossible,  to  deter- 
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mine  how  much  or  how  little  of  the  elevation  is 
to  be  ascribed  to  its  having  become  a  mere  com. 
modity  by  the  restriction.  Even  in  favourable 
exchanges,  as  I  have  before  said,  its  market  price 
might  continue  higher  than  the  Mint  price,  unless 
the  supply  were  much  above  the  current  demand* 
But  in  point  of  fact  I  believe  that  exchanges  are 
not  at  all  regulated  by  this  criterion.  For  the 
only  remaining  circumstance  which  could  operate 
thus  unfavourably  with  foreigners,  and  turn  the 
exchange  against  us,  namely  a  great  elevation  of 
our  home  wholesale  prices,  I  must  refer  the  reader 
to  what  I  have  remarked  above  on  that  point. 

A  comparison  was  instituted  by  the  Bullion 
Committee,  between  the  quantity  of  gold  that 
would  procure  an  English  bill  expressing  a  given 
amount  in  Hamburg  and  Paris,  and  the  quan- 
tity that  a  like  amount  of  our  currency  would 
purchase  in  London  ;  from  thence  the  state  of 
the  real  exchange  with  England  was  inferred, 
and  the  result  was  supposed  to  prove  deprecia- 
tion. But  the  premises  were  erroneous,  because 
the  market  price  of  gold  was  taken  as  the  crite- 
rion though  under  a  restriction  of  cash  payments, 
and  in  fact  depreciation  was  thus  virtually  assumed 
as  a  datum,  not  proved  as  a  consequence. 

Besides  the   necessary  effect  of  the   Bank 
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restriction,  there  seem  to  be  other  causes  why 
the  market  price  of  gold  on  the  Continent, 
should  have  been,  generally  speaking,  lower  than 
in  England  during  the  war.  They  were  supplied 
with  most  of  our  guineas,  and  almost  all  private, 
public,  and  church  plate  in  many  countries  was 
converted  into. coin.  Exchanges  being  generally 
in  their  favour  they  had  no  occasion  to  export 
gold  to  this  country.  But  it  has  been  said  if 
gold  were  of  so  much  more  real  value  in  Eng- 
land, how  happened  it  that  foreigners  did  not 
send  theirs  to  the  better  market  ?  In  the  first 
place,  though  the  additional  supply  on  the  Con*, 
tinent  was  great,  yet  much  more  was  required 
for  circulation  than  in  ordinary  times  of  credit, 
confidence,  &$c.  as  I  have  before  observed, 
which  left  perhaps  a  small  stock  of  floating  bul- 
lion ;  granted ;  still  the  coin  might  have  been 
sent  here,- — but  how  send  it  to  this  market  ?  the 
exchanges  being  against  us  we  were  more  ex- 
porters than  importers  of  bullion  ;  and  what  were 
we  to  procure  it  with?  the  state  of  commerce 
indicated  that  the  exportation  of  our  commodi- 
ties was  carried  as  far  as  the  foreign  markets 
would  bear ;  and  how  were  foreign  merchants  to 
remit  it  qn  their  own  account  ?  first  you  must 
deduct  the  cost  and  risk  of  transit;  then  when 
they  had  it  here,  what  was  to  be  done  with  it  ? 
if  tiiey  converted  it  into  our  currency,  and  pur- 
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chased  goods,  what  risks  would  they  run  in 
exporting  them,  at  a  time  when  such  hinderances 
and  obstacles  were  thrown  in  the  way  of  trade, 
as  none  but  our  very  able  and  enterprising  mer- 
chants could  overcome,  even  with  their  large 
capitals  enabling  them  to  give  long  credits,  &c. 
Again  the  condition  of  foreign  merchants  in 
general  was  such  as  to  prevent  their  engaging  in 
any  speculation  that  was  not  of  the  plainest 
nature,  and  the  most  easy  and  safe  in  its  accom- 
plishment. Moreover,  in  buying  up  our  bills  so 
depreciated  on  the  Continent  by  low  exchanges, 
they  would  have  turned  their  bullion  to  as  good 
account  generally  speaking  as  by  sending  it  to 
pur  market. 

The  great  difficulty,  nay  almost  the  impossi- 
bility of  ascertaining  that  a  currency  is  depreci- 
ated by  excess  as  long  as  confidence  and  credit 
remain  unshaken,  and  as  long  as  Bank  notes  are 
not  generally  passing  at  a  discount  in  circula- 
tion, does  most  assuredly  form  a  very  material 
objection  against  a  restriction  of  cash  payments, 
and  imposes,  in  a  most  paramount  manner,  the 
necessity  of  adopting  on  such  occasions  every 
possible  precaution  against  excessive  issues. — 
Under  this  impression  I  have  suggested,  in  a 
former  part  of  this  discussion  when  more  parti- 
cularly treating  upon  that  point,  more  direct 
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precautionary  measures  than  we  have  ever 
adopted  ;  where  the  danger  of  error  is  so  great, 
it  is  impossible  to  be  too  much  on  your  guard. 

The  chief  of  my  reasoning  on  this  part  of  the 
subject  has  been  rather  a  priori ;  but  if  we  look 
from  effects  back  to  causes,  we  must  allow  that 
it  has  received  great  confirmation  by  the  return  of 
favourable  exchanges  upon  the  cessation  of  com- 
mercial hostility,  and  by  the  great  fluctuations 
which  took  place  in  the  price  of  gold  towards 
the  close  of  the  war,  coupled  with  the  state  of 
the  currency  during  the  same  periods.  It  would 
be  useless,  however,  to  repeat  what  I  remarked 
on  those  points  in  my  "  Observations  on  the  State 
of  the  Country  since  the  Peace,"  and  in  the  ^di 
Section  of  the  present  wrork ;  but  I  will  insert 
two  additional  remarks  which  are  not  unimpor- 
tant, or  irrelevant,  namely  : — The  celebrated 
author  of  the  admirable  work  on  Paper  Credit, 
Mr.  Thornton,  says  "  If  exchanges  recover  with- 
out any  contraction  of  Bank  of  England  issues, 
it  may  be  justly  presumed  that  the  fall  was  not 
owing  to  their  excess.''  Now  we  find  that  when 
the  exchanges  recovered,  on  the  cessation  of  hos- 
tilities, the  amount  of  Bank  of  England  notes 
was  about  eight  millions  higher  than  when  the 
Bank  was  accused  of  causing  the  depression  by 
excess  of  their  paper ;  in  1809  their  issues  were 
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about  nineteen  millions;  in  1815  about  twenty- 
seven  millions;  and  as  the  exchanges  rose  the  price 
of  bullion  fell. — Inadequacy  of  the  wages  of  labour 
was  said  to  be  the  inevitable  consequence  of  the 
supposed  depreciation  of  the  currency  by  excess  ; 
But  though  from  sudden  great  rises  in  the  price 
of  grain,  occasional  combinations  amongst  em- 
ployers of  agricultural  labour  in  some  districts, 
local  occasional  excesses  of  the  supply  of  labour, 
and  fluctuations  in  the  manufactories,  wages  may 
occasionally  have  proved  rather  insufficient,  yet  it 
is  strenuously  maintained  by  some  very  able  men, 
that  the  general  rate  of  wages  was  too  high  before 
the  late  check,  and  no  person  complained  of  the 
contrary. 

I  shall  now  only  add,  that  upon  the  closest 
comparison  of  my  theories  with  facts,  1  cannot 
discover  any  solid  reason  for  supposing  that  our 
currency  was,  generally  speaking,  excessive ; 
and  the  arguments,  brought  forward  in  support 
of  the  assertion  that  it  was  so,  appear  to  have  lost 
their  ground  most  at  the  very  time  when  the  Bank 
of  England  issues  were  at  the  highest  elevation. 

SECTION  XIII. 

MUCH  speculation  has  been  afloat  upon  the. 
subject  of  carrying  on  profitable  commerce  in  the 
face  of  unfavourable  exchanges,  a  consequent 
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high  price  of  bullion,  and  increasing  commodity 
prices  at  home.  But  this  may  be  in  a  great 
measure  accounted  for  by  a  flourishing  home 
market  for  the  importations,  and  a  general  rise 
of  prices  abroad  within  these  last  20  years  or 
more.  Moreover,  as  wholesale  prices  for  expor- 
tation are  always  much  lower  than  retail  ones  for 
use  or  consumption,  a  merchant  may  still  be 
able  to  carry  on  his  commerce  with  profit ;  nay 
even  if  you  suppose  but  a  very  small  advantage 
on  his  exports,  he  will  gain  considerably  by  his 
imports ;  therefore  the  main  support  of  com- 
merce seems  to  be  a  flourishing  home  market, 
which  is  intimately  connected  with  a  great  and, 
growing  supply  of  exportable  articles. 

The  interest  of  every  country  clearly  is,  to 
push  those  productions  to  the  utmost  extent  for 
which  it  has  peculiar  natural  or  artificial  advan. 
tages,  and  to  exchange  the  surplus  of  these  with 
other  countries  which  have  superior  facilities  of 
producing  other  articles  of  necessity,  comfort  or 
luxury,  or  such  as  are  of  use  in  agricultural  or 
manufacturing  processes ;  it  seems  equally  cer- 
tain, that  when  no  interruptions  arise  to  the 
natural  course  of  things,  commerce  between  civi- 
lized nations  must  increase  with  the  growing 
industry,  population,  and  improvements  of  each  ? 
and  the  evident  deduction  is,  that  in  the  prospe- 
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rity  of  all  lies  reciprocity  of  advantage.     This 
cannot  fail  soon  to  be  acknowledged  as  an  axiom 
by   the  present  enlightened  age  ;    though  it  is 
impossible   to   relieve  commerce   from   all   the 
restraints  which  ignorance  or  imperious  circum- 
stances have  imposed,  and  which  have  become 
inveterate ;  the  more  progress  that  can  be  made 
in  the  restoration  of  its  freedom  the  better  ;  but 
the  greatest  caution  is  necessary  not  to  cause 
sudden  revulsions,  and  thus   injure  the   home 
market.  England,  the  most  enlightened  of  all  com- 
mercial nations,  abounds  with  what  may  abstract- 
edly be  termed  commercial  errors  ;  but  the  sud- 
den and  precipitate  correction   of  them  might 
cause  greater  evils  than  those  to  which  it  was 
applied.     We  cannot  set  about  a  complete  revi- 
sion of  the  system,  and  an  expulsion  of  antiqua- 
ted prejudices,  without  simultaneous  co-opera- 
tion on  the  part  of  other  countries.     Recipro- 
city must  be  the  foundation  of  general  improve- 
ment in  this  most  essential  part  of  political  eco- 
nomy.    And  still  we  are  in  so  artificial  a  state, 
from  the  pressure  of  our  immense  debt,  that  a 
very  important  reservation  with  respect  to  the 
corn  trade  is  necessary.    Were  this  thrown  open, 
the   present   extent   of  taxation  could   not   be 
borne,  and  the  commercial  and  manufacturing 
interests  would  suffer  incalculably  by  the  de- 
struction of  the  home  market.     Had  all  com- 
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merce  been  left  free  in  every  quarter  from  the 
beginning,  it  is  possible  that  the  corn  trade  might 
continue  so  without  injury,  though  this  does  not 
seem  by  any  means  certain  as  long  as  we  had 
such  a  debt  to  contend  with.  It  is  not  only  our 
prosperity,  but  it  is  the  avoidance  of  bankruptcy 
that  depends  upon  the  support  of  the  agricul- 
tural classes.  If  this  support  is  secured  we  shall 
gradually  recover  from  the  pressure  we  are  suf- 
fering, and  commerce  will  undoubtedly  revive, 
and  ultimately  flourish  more  than  ever  ;*  already 
the  American  trade  is  coming  back  fast  to  what 
it  was  before  its  interruption  ;  every  year  it  will 
increase ;  and  the  commerce  of  the  Spanish  parts 
of  that  Continent  will  gradually  become  far  more 
profitable  to  us  than  all  their  gold  and  silver 
mines  united.  Our  European  commerce  can- 
not fail  likewise  to  recover  and  extend,  as  the 
Continent  recovers  from  the  desolating  effects 
of  the  late  war,  as  ruinous  to  individuals  as  to 


*  Is  it  not  at  least  a  fair  ground  of  query,  whether  upon 
trade  becoming  much  brisker  the  Funds  and  Exchequer  bills 
would  not  fall  a  little  at  first  -,  as  a  part  of  the  capitals  now 
applied  in  those  securities,  for  want  of  more  beneficial 
employment,  would  then  be  withdrawn  ?  Even  if  this  were 
to  happen  it  could  only  be  temporary  ;  a  subsequent  gradual 
rise  would  be  sure  to  take  place  j  and  I  have  no  doubt  that 
the  funds  will  attain  as  high  an  elevation  as  at  any  former 
period  of  our  history. 
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Governments.  The  other  states  of  Europe  have 
plenty  of  exportable  articles  proper  to  them, 
which  they  can  grow  and  manufacture  with  far 
more  advantage  than  they  would  derive  from 
any  attempt  at  rivaling  our  staples.  Cotton  they 
may  get  and  some  of  our  machinery,  but  where 
are  their  commercial  capitals,  their  great  manu- 
facturing establishments,  their  canals,  &c.  &c. 
We  start  in  the  competition  with  all  these  advan- 
tages in  full  perfection ;  the  acquisition  of  and 
perfectioning  them  in  foreign  countries  must  be 
a  work  of  time,  during  which  we  shall  be  advanc- 
ing, and  never  can  be  overtaken.  Whilst  most 
of  the  Continental  States  were  ravaged,  impover- 
ished, nay  some  of  them  nearly  destroyed  by  the 
most  universally  destructive  war  that  Europe 
ever  experienced  in  modern  times,  we  were 
improving  in  every  essential  source  of  wealth  and 
prosperity;  and  even  should  other  countries 
attempt  to  vie  with  us  in  any  of  our  staple  manu- 
factures, instead  of  applying  their  efforts  to  such 
branches  as  really  are  their  own,  they  will  pro- 
bably soon  discover  the  mistake,  and  abandon 
such  misapplied  endeavours  for  a  wiser  system.* 

*  America  is  abandoning  her  feeble  attempts  at  the 
establishment  of  some  rival  manufactories  which  rose  up 
during  the  late  war,  and  very  wisely  returning  to  her  true 
interest,  the  cultivation  of  the  soil.  She  is  essentially  agri- 
cultural, and  must  continue  so  for  a  very  long  time. 
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I  sincerely  hope  and  trust  that  ^ach  will  be 
enough  to  turn  to  the  utmost  possible  profit  his 
own  peculiar  advantages,  and  that  all  may 
become  as  rich  and  flourishing  as  the  most 
enlightened  improvement  of  their  natural  facili- 
ties will  admit  •  in  this  each  will  find  his  benefit, 
and  it  cannot  be  too  often  repeated,  that  uni- 
versal prosperity  is  mutual  advantage. 

Sdme  Writers  on  the  present  times  have 
laboured  with  much  ingenuity  to  prove,  that  our 
distresses  havfe  been  chiefly  owing  to  what  they 
term  "  The  mistaken  policy  of  enforcing,  in  an 
unprecedented  manner,  our  maritime  rights  dur-! 
ing  the  latter  years  of  the  war."  But  though  the 
interruptions  to  our  trade  occasioned  by  com- 
mercial hostility  were  very  great,  and  caused  an 
extraordinary  depression  of  the  exchange  and 
other  serious  inconveniencies,  yet,  generally 
speaking,  commerce  was  prosecuted  with  great 
activity  till  the  war  ceased,  and  with  it  our  mono- 
poly. There  can  scarcely  be  a  question,  I  should 
imagine,  as  to  the  eligibility  of  maintaining  uni- 
versal commerce  in  as  much  force  as  possible  dur- 
ing a  war  by  the  intervention  of  neutrals ; 
this  must  be  the  essential  interest  of  all,  espe- 
cially of  the  more  commercial  countries.  The 
question  now  is,  not  whether  it  had  been  better 
for  this  country  if  no  American  war  had  taken 
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place,  and  no  interruption  to  neutral  commerce 
or  to  that  of  ourselves  on  the  Continent,  on  this 
point  I  presume  there  can  be  no  difference  of 
opinion,  but  whether  we  had  it  in  our  power  to 
avoid  those  evils.  Bonaparte  was  certainly  re- 
solved to  destroy  if  possible  our  commerce  with 
the  Continent ;  we  could  not  annul  his  decrees, 
nor  at  that  time  abate  his  influence  ;  and  he  en- 
couraged the  Americans,  who  were  weak  and 
impolitic  enough  to  be  duped  by  him,  to  conduct 
themselves  in  such  a  manner  towards  this  country 
as  to  force  us  into  a  war  with  them.  Nothing 
has  proved  that  such  of  the  European  nations  as 
were  occasionally  neuter,  became  seriously  hos- 
tile towards  us  for  the  assertion  of  our  maritime 
rights,  nor  do  the  present  fiscal  regulations  on 
the  Continent  prove  any  thing  more  than  a 
desire  to  foster  some  of  their  own  manufactories, 
natural  enough  in  every  country,  though  in  all 
pushed  far  beyond  the  true  principles  of  political 
economy.  But  whether  the  accusation  alluded 
to  be  just  or  not,  and  I  am  aware  many  will 
think  it  is,  the  consequences  supposed  to  ensue 
from  the  unnecessary  irritation  so  occasioned, 
could  never  be  considered  but  as  one  of  the 
many  causes  which  plunged  us  into  so  much 
distress  and  calamity.  In  fact,  however,  we  had 
almost  all  the  foreign  trade  of  the  world,  during 
the  war,  though  a  part  of  it  was  rendered  less 

o 


194 

advantageous  by  commercial  hostility  than  it 
would  have  been  otherwise  •,  upon  the  peace 
taking  place  we  had  competitors  to  contend  with ; 
and  we  overstocked  the  foreign  markets  in  such 
an  inordinate  manner,  as  must  at  first  give  a 
great  check  to  our  further  exports,  though  in 
the  result  it  may  be  essentially  beneficial  by 
beating  down  rival  manufactories.  But  it  seems 
evident  to  me,  as  I  remarked  in  my  pamphlet  on 
the  State  of  the  Country  since  the  Peace,  that 
the  evils  we  have  experienced  had  their  source 
in  several  other  prominent  causes  as  well  as  the 
check  to  foreign  trade. 

I  must  now  beg  the  reader  to  take  the  trouble 
of  reverting  to  my  short  Preface,  lest  he  should 
be  inclined  to  accuse  me  of  arrogance  and  pre- 
sumption, for  publishing  on  subjects  of  so  intri- 
cate and  abstruse  a  nature  with  such  slender 
qualifications  for  their  discussion,  and  above  all 
for  daring,  with  so  low  a  stock  of  competency,  to 
differ,  on  many  most  essential  points,  from  some 
of  the  highest  standard  authorities.  It  would  be 
superfluous  to  repeat  my  apology,  and  I  trust 
that  the  motive  will  be  admitted  as  my  justifi- 
cation. 
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SUPPLEMENT 


TO 


SECTION  VII. 

IT  has  been  said,  "  that  if  one  country  has 
more  than  its  proportion  of  money  the  exchange 
must  turn  against  it,  not  by  an  undue  elevation 
of  prices,  not  by  estimating  the  comparative 
value  of  money  against  commodities,  but  the 
value  of  the  currency  of  that  country  against  the 
currency  of  .another."  Now  it  seems  to  me  that 
there  can  only  be  three  ways  in  which  the  ex- 
change can  be  said  to  be  against  a  country ; 
namely,  when  the  bills  for  which  it  is  debtor  ex- 
ceed those  for  which  it  is  creditor;  or,  what 
amounts  in  fact  nearly  to  the  same  thing,  when 
the  prices  of  exports  are  so  high  that  no  market 
can  be  found  for  them  without  compensation 
being  allowed  in  the  exchange;  or  when  a  known 
debasement  of  the  standard  coin,  or  depreciation 
of  the  currency  from  excess  occasions  a  set-off 
on  the  part  of  foreign  dealers.  But  this  abstract 
estimate  of  one  currency  against  another  by 
proportion  is  not  very  clear.  Nor  can  the  varia- 
tion of  exchange  be  said  to  determine  the  rela- 
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tive  general  value  of  the  currencies ;  it  only 
proves  the  relative  proportion  of  bills  in  the 
market ;  the  causes  of  the  fluctuations  of  ex- 
change are  quite  a  different  consideration.  Also 
it  is  surely  incorrect  to  say  with  the  same  author^ 
"  that  when  a  country  has  the  precise  quantity 
of  money  which  it  ought  to  have  its  exchanges 
will  necessarily  be  at  par  ;"  because  the  ex- 
change  may  turn  against  a  country  though  its 
currency  preserves  its  strict  standard  value ; 
or  it  may  be  apparently  at  par  when  the  real 
exchange  is  otherwise ;  so  that,  in  whichever 
way  you  take  it,  this  theory  seems  liable  to 
dispute.  A  sound  state  of  currency,  that  is  a 
strict  preservation  of  its  standard  value  is  un- 
doubtedly essential  to  the  maintenance  of  the 
established  par  j  and  when  the  standard  value  is 
deteriorated  by  excess,  it  may  indeed  be  said 
that  the  relative  proportion  of  currency  is  ex- 
cessive, and  the  par  altered  ;  but  that  is  only 
one  of  the  causes  which  affect  exchanges, 
amongst  a  great  many  others  that  have  no  re- 
lation to  the  currency  whatever ;  though  the 
able  author  just  alluded  to  seems  to  imply,  that 
as  long  as  a  country  has  its  proportion  of  currency 
the  exchange  never  can  be  unfavourable. 

Another  doctrine  of  the  same  author  is,  that 
this  proportion  is  allotted  to  each  by   general 
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commerce.  Now,  how  this  accurate  allotment 
or  distribution  takes  place  is  not  explained,  nor 
does  it  seem  to  me  susceptible  of  definition. 
One  can  easily  understand,  how  the  most  com- 
mercial country  can  the  more  readily  command 
whatever  quantity  of  the  precious  metals  it  may 
require ;  but  what  other  principle  can  regulate 
the  amount  of  currency,  except  the  various  calls 
for  it  at  the  time  subject  to  the  control  of  the 
standard,  and  what  other  can  govern  the  occa- 
sional introduction  or  supply  of  it,  I  am  at  a 
loss  to  comprehend. 

It  has  also  been  remarked  by  the  same  able 
author,  that  exports  being  paid  for  in  money, 
and  not  by  a  return  of  goods  to  be  sold  in  the 
country  which  furnished  those  exports,  must 
necessarily  lower  the  value  of  money  in  that 
country  by  increasing  its  quantity  relatively  to 
the  uses  for  it.  Now,  I  conceive  that  theory  to 
be  erroneous,  Suppose  a  merchant  exports 
cloth,  and  receives  in  payment  wine  ;  in  order 
that  the  cost  of  the  cloth,  and  profit  on  the 
exportation  of  it  may  be  finally  discharged,  the 
wine  must  be  sold,  which  undoubtedly  implies  a 
previously  existing  demand  for  it,  and  a  propor- 
tionate supply  of  money.  Suppose  again  there 
is  no  such  demand  for  the  wine,  consequently 
no  money  forthcoming  to  purchase  it  with,  and 
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his  export  of  cloth  is  paid  by  the  importer  in 
money  ;  it  cannot  be  said  that  this  acts  upon  the 
commodities  already  existing  in  the  country,  by 
increasing  the  stock  of  money,  and  consequently 
raising  their  price ;  the  money  received  by  the 
exporter  of  the  cloth  would  only  be  payment  of 
the  cost  of  producing  that  quantity  of  cloth  with 
profit  to  those  concerned  in  the  transaction  ;  thus 
it  is  applied  and  absorbed  ;  and  if  that  foreign 
demand  did  not  exist,  the  cloth  in  question 
would  not  be  produced  at  all ;  so  that  it  never 
can  be  said,  that  the  money  thus  paid  just  adds 
to  the  stock  of  money  already  in  the  country, 
without  adding  proportion  ably  to  the  employ- 
ment for  it,  in  which  case  alone  it  could  cause 
an  unnatural  augmentation  of  prices ;  but  it  is 
just  the  remuneration  of  that  portion  of  em- 
ployment to  which  it  is  applied,  and  by  which  it 
is  absorbed,  and  without  which  it  would  not 
come  in  at  all ;  it  only  acts  upon  prices  indirectly 
and  naturally,  by  the  effect  upon  demand  that 
additional  employment  and  profitable  occupation 
occasion. 
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TO 

SECTION  X. 

IT  seems  not  quite  accurate  to  say,  that  the 
less  fertile  lands  which  are  brought  into  corn 
cultivation  regulate  the  general  price  of  that 
article  in  the  kingdom.  It  is  undoubtedly  true 
that  as  the  demand  increases,  after  all  the  best 
corn  lands  are  in  a  state  of  full  production, 
others  of  inferior  quality  must  be  resorted  to, 
and  that  the  cost  of  production  on  these  is  far 
greater  than  on  the  other  description  ;  also  it  is 
not  less  true  that  they  will  not  be  broken  up 
unless  the  cost  of  production,  including  the 
average  agricultural  profit,  will  be  returned. 
But  this  is  first  ascertained  by  the  growing  de- 
mand, which  has  raised  the  average  prices  suffi- 
ciently to  engage  farmers  in  such  undertakings. 
As  there  is  not  a  sufficient  quantity  of  the  best 
land  to  furnish  the  supply,  this  must  remain 
longer  scanty,  and  the  price  consequently  rise 
higher  than  it  would  do  otherwise  ;  in  thus  far 
it  may  be  said,  that  the  cost  of  production  on 
the  inferior  lands  is  the  lowest  rate  at  which  the 
required  additional  supply  can  be  brought  to 
market  without  loss,  and  that  this  must  neces- 
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sarily  be  the  general  price  at  the  time,  otherwise 
those  lands  could  not  have  been  tilled ;  but  the 
primary  cause  of  the  general  elevation  of  price 
was  increasing  wealth  and  demand  outstripping 
the  supply, 

As  it  is  clear  that  corn  cannot  be  produced 
on  the  inferior  lands,  in  order  to  furnish  an 
augmenting  demand,  unless  the  cost  of  produc- 
tion is  covered  ;  and  as  wages  constitute  an  es- 
sential part  of  this  cost,  it  must  rise  as  they  do; 
but  that  rise  cannot  be  taken  off  the  agricultural 
profits;  because  it  is  acknowledged  that  no  land 
of  this  description  would  be  broken  up,  unless 
at  a  full  average  profit ;  consequently  the  farmer 
on  the  old  land  will  have  the  same  advantage,  as 
the  rise  of  wages  could  not  be  a  deduction  from 
his  profits  if  not  from  those  of  the  other  farmer. 

By  the  observation  in  this  last  paragraph  I 
mean  to  imply  a  dissent  from  the  doctrine,  that 
a  rise  in  wages  must  always  fall  on  profits,  even 
to  their  reduction  below  the  average  rate.  But 
in  fact  a  rise  of  wages  as  I  have  before  observed 
generally  indicates  a  greater  demand  for  labour, 
which  implies  advancing  prices,  and  of  course 
extra  profits  ;  out  of  these  then  the  increased 
wages  would  be  paid  by  both  the  farmers  above 
alluded  to,  leaving  them  perhaps  a  greater  profit 
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than  before,  certainly  as  great  because  it  seems 
impossible  that  that  should  be  permanently  re- 
duced below  the  rate  which  was  necessary  to  in- 
demnify the  farmer  for  breaking  up  the  inferior 
quality  of  land. 

However  ingenious  the  theory  may  be  on 
the  abstract  nature  of  rent,  namely  that  there 
can  only  be  one  rate  of  agricultural  profit, 
and  that  the  difference  between  the  quantum 
of  produce  extracted  by  the  application  of  a 
given  quantity  of  labour  on  the  inferior  soil, 
which  is  supposed  merely  to  defray  the  cost  of 
production  including  that  profit,  and  the  quan- 
tum extracted  by  a  similar  cost  of  production  on 
the  better  soil  constitutes  rent,  in  practice  it  is 
impossible  to  adjust  rents  with  that  precision. 
If  I  am  a  proprietor  of  corn  land  of  the  first 
quality,  how  am  I  to  follow  the  breaking  up  of 
inferior  lands  in  distant  districts,  and  ascertain 
the  exact  quantity  of  produce  on  them  from  a 
given  cost  of  production,  which  indeed  may  con- 
sist not  only  in  the  quantity  of  labour,  but  it 
may  be  very  unequal  from  the  necessity  of  ap- 
plying more  expensive  manures  and  in  greater 
abundance,  draining,  &c. ;  or  how  am  1  to  as- 
certain what  is  the  inferior  amount  of  additional 
produce  extracted  from  my  own  lands  by  similar 
means  to  those  which  before  extracted  the  greater 
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amount.  Consequently,  agricultural  profits  must 
vary  very  much,  as  well  as  rents,  for  these  rea- 
sons, apart  from  the  other  causes  which  I  have 
already  mentioned,  namely  the  start  which  in 
this  respect  farmers  have  of  their  landlords,  the 
different  modes  of  occupation  in  different  parts 
of  the  country,  and  the  various  proportions  in 
which  rents  are  exacted,  &c.  It  seems  there- 
fore that  rent  is  entirely  governed  by  the  average 
price  of  agricultural  produce,  which  depends 
upon  the  state  of  supply  and  demand,  and  which, 
according  to  the  degree  of  its  elevation,  causes 
more  or  less  resort  to  be  had  to  inferior  lands  on 
which  the  cost  of  production  is  greater ;  and  that 
the  rate  of  the  farmer's  share  of  the  produce 
never  can  be  lower,  generally  speaking,  than 
what  will  cover  all  the  cost  of  reproduction,  the 
average  wear  and  tear  of  his  stock,  the  living 
and  expenses  of  his  family,  and  a  surplus  to  pro- 
vide against  contingencies,  such  as  accidents 
amongst  his  live-stock,  &c.  ;  this  must  be  the 
minimum;  but  the  degrees  of  elevation  above 
this  are  so  different  and  so  multiplied  as  to  escape 
estimate.  Such  appears  to  be  the  real  state 
of  the  case,  though  the  other  theory  contains 
some  indisputable  principles,  which  are  subject, 
however,  to  infinite  modifications  in  practice. 

Some  writers  seem  at  least  to  imply,  that  pro- 
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vided  farmers'  profits  and  labourers'  wages  remain 
flourishing  and  ample,  it  does  not  signify  much 
what  becomes  of  rent;  nay,  that  if  corn  through 
importation  were  to  be  so  cheap  as  not  to  afford 
any  rent,  yet  there  would  be  just  as  much  wealth 
in  the  country. 

Dependance  upon  foreign  countries  for  the 
supply  of  the  chief  article  of  food,  connected 
with  a  most  pernicious  exuberance  of  manufac- 
turing population  are  such  essential  objections, 
that  they  must  alone  be  a  sufficient  answer ;  but 
it  may  not  be  amiss  to  make  a  few  more  remarks 
on  the  subject,  to  shew  that  the  advantages 
which  the  supporters  of  this  doctrine  contemplate 
are  visionary. 

They  hold  that  the  same  power  of  taxation 
would  remain.  Now,  though  they  do  not  ex- 
plain what  they  mean  by  this,  I  conclude  it 
must  be,  that  that  portion  of  the  price  of  the 
corn  consumed  which  goes  to  rent,  and  is  now 
paid  to  landlords,  would  be  appropriated  as  fol- 
lows ;  namely,  a  part  only  (corn  being  then 
cheaper)  would  be  paid  to  foreigners  by  the  ex- 
portation of  our  manufactures,  and  the  rest  left 
to  be  applied  in  other  ways ;  that  those  lands 
which  are  best  adapted  to  the  growth  of  corn, 
on  which  of  course  the  cost  of  production  would 
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be  least,  and  which,  as  no  inferior  lands  would 
be  ploughed  for  corn,  they  consider  as  not  yield* 
ing  any  rent,  would  still  grow  corn  at  the  foreign 
prices ;  that  the  other  lands  would  partly  grow 
other  raw  produce  of  use  as  food,  or  in  manu- 
factories, and  the  rest  be  laid  down  in  grass  ; 
that  from  these  latter  descriptions  the  incomes 
of  landed  proprietors  would  derive  j  that  every 
thing  becoming  much  cheaper,  as  corn  would  be  so 
much  reduced  in  price,  the  landed  proprietors 
would  in  this  find  at  least  what  those  authors 
would  term  a  fair  compensation ;  whilst  the 
manufacturing  and  commercial  classes  would  be 
greatly  enriched,  the  condition  of  all  others  ex- 
cept the  landlords  much  improved,  and  the  con- 
sumption of  all  commodities  greatly  increased 
by  the  reduced  prices,  and  the  comparatively 
augmented  means  of  the  country  in  general ; 
that  accumulation  of  capital  would  in  this  way 
be  more  rapid,  which  would  always  ensure  an 
increased  supply,  consequently  an  augmenting  de- 
mand, as  production,  according  to  them,  must 
necessarily  have  that  effect.*  Unless  they  mean 


*  They  hold,  at  least  some  of  them,  that  production 
creates  demand,  or  in  other  words,  that  demand  is  only 
limited  by  production,  and  that  there  is  no  extent  of  capital 
that  cannot  be  employed  in  a  country.  But  do  we  not  see 
at  present,  and  have  we  not  done  so  for  some  time,  that 
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something  like  this,  I  cannot  conceive  on  what 
they  found  their  position,  that  the  depression  of 
the  landed  proprietors  would  leave  the  same 
power  of  taxation  if  not  a  greater  than  before. 

Now,  in  the  first  place  how  is  it  made  out, 
that  even  if  none  but  the  most  fertile  lands,  those 
best  adapted  to  the  growth  of  corn,  were  culti- 
vated for  its  production,  these  could  be  con- 
sidered as  paying  no  rent?  This  can  only  be  the 
case  in  the  first  occupation  of  a  country  by  set- 
tlers, as  long  as  every  man  just  cultivates  that 
portion  of  land  which  he  has  appropriated  by  his 
own  industry  and  exertion  ;  but  there  must  very 
soon  arise  such  a  thing  as  property  in  the  soil  by 
other  means ;  and  as  there  are  limits  beyond 
which  a  man  cannot  extend  his  superintendance 
over  farming  on  his  own  account,  as  well  as  to 
the  power  of  acquiring  the  necessary  stock  to 
break  up  and  cultivate  fresh  land,  also  as  in  the 

capital  has  not  found  employment  from  a  stagnation  of  de- 
mand. That  demand  will  cause  production  is  very  evident, 
but  the  converse  of  the  proposition  not  quite  so.  Increase 
of  wealth,  and  accumulation  of  capital  in  whatever  way, 
occasion  an  increase  of  demand  which  production  follows  j 
and  such  part  of  this  accumulation  as  takes  places  in  trade, 
commerce,  or  agriculture  acts  doubly,  by  an  augmentation 
of  production  as  well  as  of  demand,  but  the  latter  must 
surely  always  take  the  lead. 
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progress  of  society  towns  and  cities  will  arise, 
and  the  supply  of  those  from  a  distance  would 
be  expensive,  the  demand  must  necessarily  soon 
raise  the  price  of  corn  above  the  natural  or  grow- 
ing price,  including  a  fair  profit,  even  on  the 
best  lands,  supposing  much  of  this  description 
still  to  remain  untouched.  That  elevation  of 
price  would  then  enable  the  proprietors  of  land 
to  substitute  farmers,  paying  as  rent  the  difference 
between  the  cost  of  production,  which  I  always 
suppose  to  include  the  farming  profit,  and  the 
market  price  of  the  produce.  Thus,  though 
when  the  best  lands  are  all  occupied,  and  the 
increasing  demand  forces  the  cultivation  of  in- 
ferior soils,  the  price  of  corn  must  have  risen 
sufficiently  to  make  such  an  undertaking  profit- 
able, and  of  course  higher  than  in  the  former 
case,  yet  rent  may  have  been  paid  previously  to 
the  existence  of  this  necessity. 

But  however  that  may  be  in  general  reasoning, 
and  in  the  earlier  stages  of  society,  the  fact,  as 
relative  to  this  country  is,  that  absolute  property 
in  land  has  been  very  long  established,  and  no 
proprietor  would  of  course  allow  any  portion  of 
it  to  be  fanned  merely  for  the  benefit  of  another; 
so  that  if  the  price  of  corn  were  reduced  perma- 
nently so  low  as  barely  to  cover  the  cost  of  pro- 
duction, the  proprietor  would  convert  his  land 
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to  the  growth  of  something  else  that  w6uld  make 
him  some  return  ;  to  suppose  otherwise  would 
just  be  implying  that  the  landlords  are  fair  mark 
for  plunder,  though  the  property  of  every  other 
person  is  protected.  Consequently  were  such 
an  order  of  things  to  be  established  as  is  above 
alluded  to,  by  degrees  there  would  be  scarcely 
any  corn  grown  in  this  country  at  all.  But  it 
will  be  said,  this  is  straining  the  point  beyond  a 
possible  meaning  ;  no  ;  they  only  mean  that  the 
land  would  be  relieved  in  so  great  a  degree  from 
the  burthen  of  taxation,  and  all  stock  so  reduced 
in  price,  that  the  cost  of  production  would,  be 
sufficiently  diminished  here  to  enable  the  owners 
of  our  best  corn  lands  to  receive  a  fair  rent 
from  them  though  in  corn  cultivation,  not- 
withstanding the  competition  of  foreigners. 
Now  this  would  depend  upon  two  most  material 
contingencies,  namely,  whether  a  principal  por- 
tion of  our  great  taxation,  now  pressing  on  the 
land,  could  be  otherwise  provided  for  under  the 
new  circumstances,  and  whether  the  prices  of 
all  other  articles  would  fall  in  the  same  propor- 
tion as  corn.  The  latter  would  evidently  not 
be  so,  because  the  price  of  other  commodities  is 
affected  only  to  a  certain  extent  by  that  of  corn, 
the  cost  of  labour  and  other  constituent  parts  of 
their  natural  value  depending  upon  various  other 
circumstances  :  The  former  is  at  best  but  a  very 
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loose  speculation  ;  and  when  you  consider  the 
possible,  and  many  will  think  the  highly  probable 
consequences  of  so  great  a  reduction  in  the 
means  of  the  most  numerous  of  the  higher  class 
of  society,  one  may  perhaps  not  unjustly  term 
it  a  mere  visionary  theory. 

That  the  external  commerce  of  the  country, 
consisting  in  the  exportation  of  our  own  produce 
raw  or  manufactured,  and  that  the  colonies, 
whether  you  consider  the  fortunes  realised  from 
them  by  proprietors  and  by  others  holding  em* 
ployments  in  them  or  the  colonial  commerce, 
are  most  important  instruments  of  our  wealth, 
of  accumulation,  and  consequently  of  augment- 
ing demand  and  production,  no  person  who  has 
attended  to  the  subject  at  all  but  must  fully  allow, 
also  that  they  should  receive  the  utmost  practi- 
cable encouragement ;  but  looking  no  further 
than  to  the  maintenance  of  a  good  and  flourishing 
home  market,  this  must  not  be  exclusive ;  and 
without  a  flourishing  home  market  for  imports  as 
well  as  for  our  own  manufactures,  the  merchant 
and  manufacturer  would  soon  decline. 

Though  there  can  be  no  question  that  com- 
merce and  colonies  are  a  most  essential  means  of 
accumulation  of  capital,  still  the  internal  trade 
carried  on  in  our  own  manufactures,  and  in  the 
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production  of  the  soil,  also  produce  this  benefi- 
cial effect  in  a  very  high  degree  ;  and  the  more 
generally  accumulation  takes  place,  the  more  it 
is  extended  and  multiplied,  the  more  advantage- 
ous for  the  whole  community  ;  the  more  widely 
diffused  will  be  the  demand  for  labour,  the  more 
prosperous  and  happy  will  be  the  situation  of  all 
classes  down  to  the  lowest. 

Then,  as  to  the  justice  of  the  case. 

Whilst  it  is  supposed  by  those  who  advocate 
a  state  of  things  which  must  evidently  tend  to 
depress  extremely  the  landed  proprietors,  that 
the  commercial  and  manufacturing  classes,  nay 
they  go  so  far  as  to  say  the  lower  orders  in 
general  will  be  greatly  benefited,  can  there  be 
the  least  justice  in  reducing  to  comparative  in- 
feriority in  enjoyments  so  considerable  a  part  of 
the  country  ?  By  what  rule  of  right  could  this 
be  defended?  Is  the  great  mass  of  those  who 
possess  real  property  in  the  country  to  be  lower- 
ed for  the  elevation  of  others  ?  No.  The  in- 
justice would  be  as  flagrant  as  the  whole  project 
would  be  ruinous  and  impolitic  in  the  extreme 
if  practicable ;  which  it  never  could  be,  for  it 
is  not  to  be  supposed  that  the  landed  interest 
and  those  dependent  on  them  for  employment 
would  ever  submit  to  be  thus  despoiled.  And 

p 
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What  would  be  the  advantage  of  cheap  corn  to 
the  agricultural  population,  if  that  was  to  be 
had  at  the  expense  of  those  who  alone  could  give 
them  employment,  that  is,  the  means  of  earning 
any  corn  at  all  ? 

To  say  that  all  those  who  Were  displaced 
from  agricultural  occupation  would  find  employ- 
ment in  manufactories  is  very  erroneous.  There 
never  could  be  a  vent  for  such  a  supply  j  and 
how  inexpert  would  the  country  labourer  be  in 
any  manufacturing  business  ?  So  much  so  that 
'he  could  not,  generally  speaking,  earn  a  liveli- 
hood. Again  ;  are  all  the  villages  and  cottages, 
all  their  accustomed  homes,  all  their  endeared 
habits  and  associations  to  be  abandoned  for  large 
towns,  or  manufacturing  establishments?  But 
this  must  be  so,  or  they  could  not  be  employed. 
Their  old  places  of  abode,  where  their  families 
had  long  resided,  would  be  too  remote,  generally 
speaking,  from  the  scenes  of  their  new  occupa- 
tions. So  that  even  if  it  were  possible  to  sup- 
pose that  all  the  population  displaced  from  agri- 
cultural pursuits  should  find  employment  in 
manufactories,  and  be  able  to  earn  a  mainte- 
nance, they  would  make  very  great  sacrifices  of 
comfort  and  happiness. 

The  idea  of  turning  a  great  country  like  this 
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into  a  mere  manufactory  and  emporium  of  com- 
merce, and  rendering  it  dependent  for  the  chief 
article  of  food  on  foreigners,  is  so  preposterous, 
that  one  could  scarcely  conceive  its  being  enter- 
tained at  all,  unless  measures  were  seriously 
proposed  which  had  that  tendency.  If  the  corn 
trade  were  perfectly  free,  it  is  evident  that  we 
should  soon  depend  in  this  island  on  others  for 
above  half  our  supply  of  grain  on  the  most  mo- 
derate calculation ;  probably  more,  as  none  but 
our  lands  of  good  quality,  estimating  the  cost  of 
production  at  the  lowest  rate  which  the  most 
sanguine  contemplate,  could  then  be  cultivated 
for  corn* 

To  procure  this  supply  an  immense  addition 
to  the  exportation  of  manufactures  must  take 
place,  beyond  what  has  been  hitherto  the  foreign 
demand  for  them  in  the  most  flourishing  times ; 
and  is  it  not  extremely  doubtful,  to  say  the  least, 
whether  the  foreign  markets  could  receive  this 
addition,  even  if  they  could  be  afforded  at  a 
cheaper  rate.  We  have  frequently  experienced 
that  there  are  limits  to  the  vent  for  our  expor- 
tations,  and  suppose  that  to  happen  the  exchanges 
would  be  much  depressed ;  indeed  this  would 
probably  always  be  the  case,  for  we  have  never 
yet  imported  corn  to  any  considerable  amount 
without  such  a  disadvantageous  consequence. 


And  sometimes  it  might  happen  that  we  could 
not  be  supplied  at  all  in  proportion  to  our  wants  \ 
what  would  become  of  us  then?  Have  not  our 
ports  been  open  for  importation  these  many 
months  past,  the  Baltic  navigable,  no  restraint 
on  the  exportation  from  thence,  or  from  any 
other  quarter?  and  still  our  scarcity  remains 
great,  owing  to  the  universal  bad  harvests  of  last 
year.  Now,  what  would  be  our  condition  if  our 
domestic  agriculture  had  been  in  the  depressed 
state  to  which  the  supporters  of  the  projects  I 
allude  to  above  would  reduce  it  ?  But  Ireland 
has  plenty  of  good. corn  land  to  break  up,  and 
we  might  depend  upon  great  supplies  from  thence. 
True,  still  that  would  be  in  some  degree  foreign 
supply ;  and  bad  seasons  would  affect  Ireland  as 
well  as  other  countries.  Moreover  if  the  in- 
crease of  population  and  consumption  were  to 
be  so  great  and  rapid,  as  must  be  the  consequence 
of  .the  augmentation  of  wealth  that  is  contem- 
plated by  those  to  whom  I  allude,  the  produce 
of  the  best  corn  land  of  Ireland  would  ere  long 
be  absorbed  in  a  considerable  degree  at  home ; 
for  the  labouring  classes  would  soon  abandon 
their  homely  and  frugal  mode  of  living  as  the 
demand  for  labour  and  consequently  wages  in- 
creased. 

,.  Thus,  which  ever  way  you  consider  it,  you 
cannot  avoid  the  conclusion*  that  food  for  the 
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country  might  occasionally  fall  extremely  short, 
nay,  that  we  might  experience  all  the  horrors  of 
famine  amidst  our  imaginary  opulence. 

But  even  if  you  allow  that  this  would  not 
be  the  case,  that  you  would  always  be  sure  of  a 
sufficient  supply  of  corn,  and  that  there  would 
always  be  a  vent  for  whatever  additions  to  our 
average  exportations  of  manufactured  produce 
might  be  necessary  to  accomplish  the  importa- 
tions of  it,  which,  however,  can  only  be  con- 
ceded for  the  purpose  of  argument,  how  are  you 
to  insure  a  flourishing  and  steady  home  market, 
not  only  for  the  present  supplies  of  your  manu- 
factories, but  for  the  immense  increase  of  them 
which  must  take  place  if  employment  is  to  be 
found  for  the  then  exuberant  agricultural  popu- 
lation ;  this  too  when  you  have  so  essentially 
reduced  the  means  of  the  main  class  of  con- 
sumers? for  that  the  means  of  the  landholders, 
and  indeed  of  the  farmers  would  be  reduced  in 
a  great  degree  cannot  be  denied.  But  if  it  is 
maintained  that  the  farmers,  in  whatever  mode 
of  cultivation,  must  still  make  a  fair  agricultural 
profit,  consequently  possess  the  same  means  of 
expenditure  as  before,*  and  that  the  means 

*  This  however  eould  not  be  the  ease;  beeansc  farming 
profits  must  necessarily  sink,  otherwise  landed  proprietors 
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of  all  other  consumers  would  be  greatly 
augmented  excepting  the  landed  proprietors, 
let  me  ask,  on  what  principle  are  these  to 
be  excluded  from  their  due  participation  in, 
the  ease  and  prosperity  of  the  country  ?  In  fact, 
however,  there  is  another  class  that  could  not  be 
benefited  at  least,  even  if  their  situation  were 
not  deteriorated  which  I  contend  it  would  be 
from  an  excess  of  population  beyond  the  der 
mand  for  labour;  namely,  the  lower  orders. 
At  best  they  would  receive  only  wages 
barely  adequate  to  their  maintenance;  much 
lower  in  proportion  to  the  cost  of  necessaries 
than  the  average  of  ordinary  times  as  we  go  on 
now;  and  they  would  be  subject  to  full  as  great, 
if  not  greater  fluctuations  in  the  price  of  food 


could  not  live  at  all ;  for  if  you  suppose  the  greatest  part  of 
the  land  in  grass,  the  pasture  produce  must  fall  much  in 
price.  It  cannot  be  argued  that  unless  farming  profits  were 
equal  to  those  in  other  business,  men  would  turn  to  some 
more  profitable  occupation  ;  this  I  know  would  be  a  close 
adherence  to  the  theory  of  some  celebrated  authors  ;  but  that 
theory  is  certainly  too  fine  spun  as  1  have  before  remarked  j 
and  in  this  case,  for  example,  how  could  they  shift  to  manu- 
facturing occupations  ?  The  whole  country  could  not  be 
manufacturers ;  there  would  be  no  room  for  'them  in  that 
line.  A  certain  portion  must  necessarily  follow  agriculture, 
and  do  as  well  as  they  could  in  it,  for  the  land  could  not  lie 
waste. 
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than   they  are   at  present,    besides    occasional 
famines. 

It  seems  to  be  the  natural  order  of  things  that 
each  country  should  derive  the  necessaries  of 
life  from  their  own  soil,  resorting  only  to  other 
countries  for  any  comforts  or  luxuries  or  raw 
materials  which  they  may  not  possess  at  home, 
and  in  case  of  need,  but  then  only,  for  such  articles 
of  food  as  are  indispensable  to  existence,  after 
having  produced  as  much  at  home  as  their  own 
country  can  furnish.  The  only  restraints  then 
that  appear  admissible  in  justice  to  all  are,  that  the 
proprietors  of  the  soil  should  on  the  one  hand 
be  secured,  as  far  as  that  is  practicable,  in  such 
a  fair  reasonable  profit  on  the  produce  they  fur- 
nish to  the  community,  as  will  be  an  encourage* 
ment  to  them  to  make  their  land  supply  as  much 
food  as  possible,  the  cost  of  production  being 
calculated  on  the  medium  quality  of  corn  land ; 
this  seems  their  indisputable  natural  right  \ 
whilst  on  the  other  hand  the  rest  of  the  commu- 
nity should  be  secured,  as  far  as  that  is  practi- 
cable, in  a  proper  supply  of  food  at  that  fair 
remunerating  rate.  Therefore  as  long  as  the 
proprietors  of  the  soil  can  produce  this  supply 
on  those  terms,  no  competition  with  them  on  the 
part  of  foreigners  should  be  allowed ;  but  when 
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an  elevation  of  price  implies  that  the  supply  is 
short  of  the  demand,  then  the  deficiency  should 
be  made  up  by  importation;  if  the  price  falls  so 
low  as  no  longer  to  afford  that  profit  without 
which  production  must  decline,  then  the  surplus 
should  be  exported ;  thus  justice  is  done  to  both 
parties ;  the  landed  proprietor  has  his  natural 
right  or  advantage,  and  the  community  in  ge- 
neral have  their  food  at  as  cheap  a  rate  as  it  can 
be  provided  by  their  own  soil  on  the  average ; 
and  the  utmost  supply  that  can  be  extracted 
from  the  best  and  medium  corn  lands  is  furnished 
to  the  country. 

How  can  right  go  further  than  this?  Indeed  it 
cannot  strictly  extend  so  far,  because  what  claim 
can  the  people  of  a  country  set  up  to  have  pro- 
visions imported  for  them  from  another  ?  Pro- 
perty in  land  as  well  as  every  other  description 
of  property  is  acknowledged  and  held  sacred 
in  every  civilized  country;  and  a  man  has  no 
right  to  claim  of  another  any  thing  that  he  does 
not  chuse  to  part  with,  nor  can  he  acquire  what 
he  does  not  possess  but  by  giving  an  equivalent ; 
the  labourer's  property,  unless  he  may  have  ac* 
quired  any  other,  is  his  power  of  performing 
work,  and  undoubtedly  if  he  is  willing  to  apply 
that  to  the  utmost  of  his  ability,  he  has  a  claim 
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upon  the  society  in  which  he  has  laboured  for 
the  means  of  existence,  either  in  the  form  of 
wages,  or  in  some  other  manner ;  but  what 
right  he  can  possibly  have  to  demand  the  articles 
of  his  subsistence  at  a  certain  price,  that  is,  at 
a  lower  rate  than  the  class  whose  province  it  is 
to  supply  the  country  with  food  can  afford  to 
sell  it  with  a  reasonable  profit  to.  themselves,  I 
cannot  understand.  What  right  can  he  have  to 
say  I  will  have  Polish  corn  instead  of  English, 
because  it  can  be  sold  here  cheaper?  He  might 
as  well  say  afterwards  that  he  chose  to  have 
corn  from  Odessa  instead  of  Poland,  if  it  were 
cheaper  still.  The  labourer  is  at  liberty  to  make 
the  most  he  can  of  his  exertions,  and  by  what 
rule  can  he  insist  on  the  landholder  not  making 
a  fair  advantage  of  his  property?  Indeed  some 
of  those  who  call  for  the  free  importation  of  corn 
would,  as  1  have  before  remarked,  annihilate  this 
advantage  entirely,  arid  leave  the  land  owners, 
generally  speaking,  with  scarcely  any  return  from 
their  property  at  all.  Suppose  when  wages 
rise  from  an  augmenting  demand  above  the 
necessary  means  of  subsistence,  which  was  very 
much  the  case  during  the  whole  period  of  the 
}ate  war,  and  the  employers  had  the  power  of' 
importing  foreign  labourers,  and  exercised  it  for 
the  purpose  of  reducing  wages  so  low  as  scarcely 
to  afford  a  maintenance,  would  not  the  labouring 
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classes  of  the  country  consider  this  as  an  undue 
encroachment  on  their  natural  rights.  Yet  many 
of  them  see  no  injustice  in  depriving  the  owners 
of  the  soil,  of  what  may  in  all  strictness  be  con- 
sidered as  their  natural  right.  To  talk  of  right 
to  the  produce  of  the  soil  on  their  own  temns, 
is  just  saying  that  mankind  ought  never  to  have 
been  civilized.  Was  this  soil  they  claim  ever 
allotted  to  them?  Whether  property  in  it  was 
originally  acquired  by  the  exertion  of  industry, 
by  talents  and  prowess  displayed  in  the  service 
of  the  country,  by  conquest,  by  grant,  or  by  any 
other  means,  that  property  has  been  vested  in 
the  present  possessors  by  inheritance,  or  pur-, 
chase,  and  is  as  legitimately  theirs  as  any  other 
species  of  property  can  be  ;  with  this  peculiar 
distinction  however  to  its  disadvantage,  that  the 
possessors  of  it  can  never  be  allowed  under  any 
circumstances  to  export  the  produce,  for  the 
purpose  of  getting  a  better  market,  to  the  pre- 
judice of  the  community!  On  the  other  hand, 
however,  that  must  not  in  justice  be  carried  so 
far  as  to  render  their  property  unproductive  of 
a  fair  advantage  to  thertiselves, 

Profit  in  agriculture  is  different  from  that  i» 
any  other  business,  because  there  are,  generally 
speaking,  two  parties  concerned,  the  owner  of 
the  machines  and  the  worker  of  them  \  that  of 
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the  owner  must  necessarily  be  proportionate  to 
the  cost  or  value  of  the  machine,  including  land 
and  buildings,  and  to  the  expense  of  preserving 
the  latter ;  that  of  the  worker  or  farmer  must 
be  proportionate  to  the  capital  employed  by  him. 
Now,  unless  the  produce  will  furnish  both  these 
profits  it  is  clear  that  the  machines  cannot  be 
worked.  Rent  is  only  one  class  of  this  profit, 
and  the  farmer's  gains  the  other.  Suppose  the 
owner  of  a  great  range  of  machinery  for  spinning 
cotton  should  decline  any  active  part  in  the 
business,  and  agree  to  hire  out  his  machinery 
to  another  at  a  certain  rate,  with  the  condition 
annexed,  that  he,  the  owner,  should  keep  it  in 
repair ;  would  not  this  be  a  similar  case  to  that 
of  the  landed  proprietor  and  the  farmer  ?  Still 
there  is  an  important  consideration  with  refer- 
ence to  land.  The  erection  of  the  manufactory 
was  a  voluntary  act,  subject  to  all  the  risks  of 
vent  for  the  produce,  with  full  liberty  to  export 
it  at  all  times  unrestrained ;  whereas  the  in- 
heritor of  land  receives  it,  generally  speaking, 
as  his  only  property,  from  which  alone  he  is  to 
derive  the  income  necessary  for  his  class  in 
society,  without  the  advantage  of  unrestrained 
exportation  for,  however  favourable  a  vent  he 
might  find  for  his  produce  abroad,  he  never  can 
be  allowed  to  send  out  so  much  of  it  as  would 
elevate  the  price  inordinately  at  home. 
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I  should  not  have  said  a  word  upon  that 
most  absurd  pretence  of  disputing  property  in 
land,  had  not  the  ridiculous  clamours  on  that 
subject,  of  some  misguided  societies  in  thisi 
country,  been  considerably  fomented  by  infa- 
mous handbills  and  tracts  circulated  for  the 
purpose  of  holding  up  the  corn  bill  and  its 
abettors  to  public  execration.  In  these,  land- 
holders are  called  monopolists,  tyrannical  op- 
pressors, famishers  of  the  people,  when,  in  fact 
they  are  only  making  a  fair  legitimate  profit  on 
their  property,  as  every  other  man,  down  to  the 
last  of  the  labourers,  has  a  right  to  do  with 
respect  to  what  he  possesses,  should  it  be 
nothing  but  his  labour.  Nay,  all  other  classes 
are  at  full  liberty  to  get  the  most  they  can,  whilst 
the  landed  proprietor  is  restrained  as  1  have  re- 
marked above.*  What  they  would  do  without  the 
landed  proprietors,  how  the  labourer  would  find 
employment  and  maintenance  was  it  not  for  them, 
how  the  manufacturer  would  find  a  full  vent  for 
his  produce,  consequently  how  he  could  give  so 
much  employment  to  labour  none  of  them  can 
shew,  nor  can  any  other  person  ;  still,  misled  and 
deceived  by  ignorant  or  evil-minded  men,  they 

*  If  at  any  time  corn  rises  very  high  notwithstanding 
the  ports  are  open  for  importation,  the  landholders  are  not. 
to  blame  j  that  is  merely  owing  to  a  general  dearth  ia 
Europe.  &$$ 
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would  rush  headlong  upon  their  own  ruin  by 
destroying  the  chief  means  of  their  comfortable 
support. 

The  provisions  of  our  present  corn  bill  tend 
as  much  as  possible  to  do  justice  between  all 
parties,  excepting,  as  I  have  already  remarked  in 
my  former  pamphlet,  that  there  is  not  adequate 
security  against  a  possible  depression  of  the 
price  of  corn  below  that  rate  which  is  the  lowest 
remunerating  one ;  this  would  not  only  have  a 
very  distressing  effect  on  the  landed  proprietors 
and  farmers,  but  would  also  occasion  great  dis- 
tress amongst  the  agricultural  labourers,  by 
throwing  many  of  them  out  of  work  owing 
to  a  reduction  in  the  means  for  employing 
them,  and  amongst  the  manufacturers  and  their 
workmen  by  the  loss  of  such  an  extensive  cus- 
tomer as  the  agricultural  class,  consequently  a 
great  diminution  of  demand  for  manufacturing 
labour. 

This  defect  will  I  trust  be  remedied  upon  a 
favourable  opportunity,  which  certainly  does  not 
present  itself  at  present ;  but  if  the  remedy  is 
not  applied  in  time  to  avoid  the  evil,  the  con- 
sequences will  be  severely  felt  by  the  community 
in  general,  as  they  were  immediately  upon  the 
close  of  the  late  war,  and  till  the  latter  end  of 


last  summer ;  indeed  the  effects  still  remain  very 
visible  in  all  classes ;  for  there  can  be  no  ques- 
tion, that  a  great  portion  of  the  distresses  of  the 
country  was  owing  to  the  excessive  depression 
of  the  agricultural  class,  by  the  importation  of 
corn  at  a  price  below  that  for  which  it  could  be 
produced  at  home  without  loss. 

The  true  policy  of  every  country  must  be  to 
promote  the  general  industry  of  its  inhabitants 
as  much  as  possible.  Industry  is  the  great  source 
of  national  strength,  and  of  individual  prosperity, 
wealth,  ease,  and  enjoyment.  But  as  there  are 
several  branches  of  it  to  foster,  and  as,  abstract- 
edly taken,  their  various  interests  may  occa^ 
sionally  seem  to  clash,  these  should  be  fairly 
balanced,  and  reconciled  as  far  as  that  can  be 
done  with  due  regard  to  the  utmost  practicable 
encouragement  of  all ;  but  still  perfection  is  un- 
attainable. The  manufacturer  truly  considers, 
that  a  point  of  essential  consequence  to  him  is 
the  production  of  his  articles  at  as  cheap  a  rate 
as  possible,  consistently  with  the  maintenance  of 
their  quality;  consequently  he  says  that  provi- 
sions cannot  be  too  cheap.  But  the  agricultu- 
rists justly  answer,  if  you  run  down  the  price  of 
our  articles  below  that  which  alone  affords  us  a 
fair  profit,  we  shall  be  ruined ;  we  cannot  carry 
on  our  branch  of  industry  at  all;  and  of  course 
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we  cannot  be  consumers  of  your  articles  in  any 
degree  equal  to  what  we  should  be,  if  our  in- 
dustry met  with  that  fair  return  which  your 
views,  if  admitted  to  their  full  extent,  would  de- 
prive us  of.  Here  then  is  the  most  material  ex- 
ample of  the  necessity  of  a  middle  course,  such  ,a 
combination  of  the  apparently  conflicting  interests 
as  will  best  conduce  to  the  prosperity  of  all, 
taking  on  the  one  hand  every  possible  precaution 
against  corn  becoming  inordinately  dear,  and  on 
the  other  affording  that  protection  to  the  agri- 
cultural classes,  which  is  indispensable  in  order 
to  give  as  much  encouragement  to  this  branch  of 
the  national  industry  as  it  can  receive,  without 
an  unjust  and  prejudicial  encroachment  on  that 
of  the  commercial  and  the  manufacturing  classes. 
This  is  the  only  principle  on  which  the  general 
industry  of  the  country  can  be  called  into  the 
utmost  exertion  of  which  it  is  capable,  conse- 
quently the  most  conducive  to  national  wealth 
and  prosperity,  and  to  the  ease,  comfort  and 
happiness  of  all  classes.  The  justice  of  it  must 
on  reflection  be  so  evident  as  not  to  admit  of 
dispute.  This,  and  this  only  is  the  view  in 
which  our  Corn  Bill  was  enacted  ;  and  on  the 
same  grounds  it  is,  and  on  those  alone  that  i 
have  so  strenuously  advocated  that  addition  to  it 
which  would  render  the  fair,  legitimate  protec- 
tion much  more  secure  and  complete,  and  of 


course  more  effectually  stimulate  that  highly  irti- 
poftartt  branch  of  national  industry. 

As  the  commerce  and  general  prosperity  of  the 
country  recover  and  extend,  we  may  fairly  look  t6 
the  existing  taxes  not  only  regaining  the  amount 
of  their  average  produce  as  estimated  for  the  last 
year,  but  even  surpassing  it ;  to  what  extent  this 
excess  may  rise  cannot  be  surmised  ;  but  that  it 
will  afford  in  time  no  inconsiderable  addition  to 
the  surplus  revenue,  applicable  to  the  liquidation 
of  debt,  seems  certain.  And  when  the  country 
has  attained  a  high  pitch  of  agricultural,  com- 
mercial, and  manufacturing  prosperity,  conse- 
quently of  general  wealth,  it  may  perhaps  be 
deemed  advisable  to  impose  a  moderate  tax, 
called  the  sinking  fund  tax,  for  the  purpose  of 
rendering  more  of  the  sinking  fund,  that  invalu^ 
able  instrument,  real  surplus  revenue,  and  thus 
augmenting  its  power.  Undoubtedly  should  an 
opportunity  occur  of  legally  reducing  the  inte- 
rest of  part  of  the  debt,  that  saving,  together 
with  the  estimated  surplus  for  1818,  and  the 
additional  surplus  which  cannot  fail  to  accrue 
in  time  from  an  increased  productiveness  of  the 
present  taxation,  will  form  a  liquidating  power 
of  considerable  magnitude.  But  should  that  not 
be  deemed  equal  to  diminish  the  debt,  with  the' 
rapidity  which  might  appear  essential  to  the 
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restoration  of  great  vigour  and  power  in  our 
finances,  such  a  moderate  impost  as  I  have  just 
alluded  to  might,  under  the  circumstances  of 
which  I  have  supposed  it  a  concomitant,  be 
borne,  I  imagine,  without  prejudice  to  the  pro- 
gress of  general  prosperity ;  and  if  so,  it  must 
evidently  promote  the  best  interests  of  the 
country. 

When  we  reflect  on  the  extraordinary  nature 
and  duration  of  the  late  war,  when  we  consider 
how  peculiarly  destructive,  how  desolating  it  was 
to  almost  all  the  nations  of  Europe,  by  hostile 
invasion,  internal  commotions,  and  financial  ex- 
haustion, we  surely  have  reason  to  be  abund- 
antly grateful  that  our  share  of  the  general 
infliction  has  been  so  moderate,  and  that  we  are 
rising  from  it  not  only  with*  our  vital  force  un- 
impaired, but  with  certain  prospects  of  increased 
health  and  vigour.  Such,  under  the  favour  of 
Providence,  are  the  results  of  our  admirable 
Constitution,  which  stimulates  and  calls  into 
action  the  best  energies  of  our  nature,  and 
impels  every  class  of  the  community  to  one 
common  end,  the  welfare  of  the  whole. 

THE   END. 
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